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THE TRADE IMPLICATIONS OF U.S. ENERGY 
POLICY AND THE EXPORT OF LIQUEFIED 
NATURAL GAS (LNG) 


WEDNESDAY, APRIL 9, 2014 

U.S. House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Trade, 

Washington, DC. 

The subcommittee met, pursuant to call, at 1:33 p.m., in Room 
1100, Longworth House Office Building, the Honorable Devin 
Nunes [chairman of the subcommittee] presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3625 

April 2. 2014 
No. i R-oa 


Chairman Nunes Announces Hearing on 
the Trade Implications of U.S. Energy Policy and the Export of 
Liquefied Natural Gas (LNG) 

House Ways and Means Trade SubcoininiUec Chairman Devin Nunes (R-CA) today announced 
that the Subcommittee will hold a hearing on the trade implications of U.S. energy policy and the 
export of liquelled natural gas (LNG). The hearing will focus on the opportunities and trade 
implications created by recent developments in the U.S. energy sector related to LNG. The 
hearing will lake place on Wednesday, April V, 2014, in 1100 Longworth House OITicc 
Building, beginning at 1:15 P.iM. 

In view of the limited time available to hear the witnesses, oral testimony at this hearing will be 
from invited witnesses only. However, any individual or organization not .scheduled for an oral 
appearance may submit a written statement for consideration by the Committee and for inclusion 
in the printed record of the hearing. A list of invited witnesses will follow. 

BACKGROUND: 

Global energy markets and trade in energy products have undergone significant changes in the 
past few years, including the emergence of North America as an abundant supply source of 
energy. The exploration of unconventional resources has resulted in significant supply increases 
of natural gas and dramatically lower prices. In the last six years. U.S. re.serves have increased 
by more than 75 percent, and U.S. natural gas prices have fallen to levels that are significantly 
lower than prices around the world. As a result of increased reserves, the United States has 
enough supply to satisfy more than 100 years of domestic needs under current demand 
conditions. 

Given the changing energy landscape, and particularly in light of recent developments in 
Ukraine, many have called for reducing barriers to U.S. exports of LNG, while others have 
argued that reducing barriers could increase domestic prices. A recent Department of Energy 
(DOE) study found that overall, natural gas exports would benefit the U.S. economy and that the 
net economic benefits increase as the level of exports intieascs. 

The United States has exported natural gas - largely by pipeline - since at least the 1 030s. LNG 
was first exported from the United States in 1969 from a facility in Alaska, but operations at that 
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facility ceased in 2012. The export of LNG requires permitting from DOE. Permits are 
automatically granted unless DOE determines that exportation would “nut be consistent with the 
public interest.” Exports to Free Trade Agreement partner nations are automatically deemed to 
be in the public interest. To date, 31 petitions have been filed with DOE for approval to export 
to non-FTA partners, and 7 have been granted. Recent legislative proposals have called for 
deeming exports to a broader set of countries to be consistent with the public interest. 

In announcing this hearing. Chairman Nunes said, “As America ramps up its energy 
production and our trading partners seek to diversify their supplies, there is a renewed 
focus on the economic and geupoliticai implications of exporting LNG. Increasing U.S. 

LNG exports could hlunt Russia's ability to bully its neighbors, stabilize global energy 
supplies, and promote free trade and open markets around the world.” 

FOCUS OF THF, HEARING: 

The focus of the hearing is on the trade implications of U.S. energy policy and the export of 
liquefied natural gas (LNG). The hearing focus will include: ( I ) the changing U.S. energy 
landscape and new and unconventional sources of energy; (2) the trade implications of removing 
barriers to U.S. LNG exports, including potential ctTccIs on the trade deficit; (3) economic 
implications of incre.iscd LNG exports, including creation of U.S. jobs and the eficct on global 
supply chains and small- and medium-sized businesses; (4) geopolitical effects of increasing 
U..S. LNG exports; (5) issues related to energy security; and (61 the environmental impact of 
expanding LNG exports. 

DETAILS FOR SUBMI.S.SION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organi/alion|s) wishing to submit for the hearing record must 
follow the appropriate link on the hearing page of the Committee website and complete the 
informational forms. From the Committee homepage, htlp'7/w'aysandmeans.house.go\, select 
"Hearings.” Select the hearing for which you would like to submit, and click on the link entitled, 
"Click here to provide a submission for the record." Once you have followed the online 
instructions, submit all requested information. ATTACH your submission as a Word document, 
in compliance with the foimalting requirements listed below, by the close of business on 
Wednesday, April 23, 2014. Finally, please note that due to the change in House mail policy, the 
U..S. Capitol Police will refuse sealed-paekage deliveries to all House Office Buildings. For 
questions, or if you encounter technical problems, please call (202) 22S- 1 72 1 or (202) 22S-3625. 

FORMATTING REQUIREMENTS: 

The Committee relies on elecUonic submissions for printing the olTicial hearing record. As 
always, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format it 
according to our guidelines. Any submission provided to the Committee by a witness, any 
supplementary materials submitted for the printed record, and any written comments in response 
to a request for written comments must conform to the guidelines listed below. Any submission 
or supplementary item not in compliance with these guidelines will not be printed, but will be 
maintained in the Committee files for review and use by the Committee. 
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1. All submissions and supplemcntarj' materials must he provided in Word formal and MUST 
NOT exceed a total of 10 pages, including attachments. W'itnesses and submitters are advised 
that the Committee relies on electronic submissions for printing the official hearing record. 

2. Copies of whole doeuments submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be retercnced and quoted or paraphrased. All exhibit material 
not meeting these specific.Hions will be maintained in the Committee files for review and use by 
the Committee. 

3. All submissions must include a list of all clients, persons and/or organi/ations on whose behalf 
the witness appears. A supplemental sheet must accompany each submission listing the name, 
company, address, telephone, and fax numbers of each witness. 

The Committee seeks to make its facilities accessible to persons with disabilities. Ifyou are in 
need of special accommodations, plea.se call 202-225-1 72 1 or 202-226-34 1 1 TfD/TTY in 
advance of the event (four business days notice is requested). Questions with regard to special 
accommodation needs in general (including availability of Committee materials in alternative 
formats) may be directed to the Committee as noted above. 

Note: All Committex; advisories and news releases arc available on the World Wide Web 
alhltp://wvvw. waysandmeans.house.gov/. 


Chairman NUNES. Good afternoon. 

I want to welcome everyone to today’s hearing on the trade im- 
plications of U.S. energy policy and the export of liquefied natural 
gas. Today’s hearing focuses on the enormous potential of the U.S. 
energy revolution of the past decade. 

I would like to make four main points before we hear from our 
witnesses: 

First, the exploration of unconventional energy reserves has 
strengthened the U.S. energy security and positioned us as a net 
exporter. This energy revolution has already cut U.S. dependence 
on foreign energy by almost half since 2005. This dramatic shift re- 
duces our dependence on imports from unstable and unfriendly 
sources. At the same time, these resources are being developed in 
an environmentally sensitive way. 

Second point. Increasing exports of LNG and building LNG ex- 
port facilities will create U.S. jobs and support economic growth. 
Exhaustive studies by the Department of Energy show that LNG 
exports on net substantially benefit the U.S. economy. In fact, the 
studies find that the more we export, the greater the benefits. In 
addition, as we will hear today, the development of export facilities 
can also help build important domestic infrastructure and address 
barriers to greater domestic use of LNG. 

Third, today’s discussion of LNG exports is especially timely in 
light of Russia’s recent belligerence against Ukraine. Developing 
the capacity to export LNG from the United States is an important 
component to a comprehensive U.S. geostrategic policy. While it 
will take time for U.S. exports to begin flowing to Europe, these ex- 
ports can offset Russia energy dominance there and create competi- 
tion against major state-owned enterprises, like Russia’s Gazprom. 
U.S. exports could also encourage structural reforms and good busi- 
ness practices worldwide, including in Ukraine. 
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Fourth and final point I will make is, to take full advantage of 
the opportunities presented by the American energy revolution, we 
must address unnecessary regulatory barriers and outdated policies 
at the Department of Energy. Above all, we must ensure that nat- 
ural gas development is not subject to unrealistic and damaging 
regulations that suppress production, as is the case with coal and 
other energy sources, and that Federal lands and waters be opened 
to natural gas development where appropriate. 

As for LNG exports, legislation introduced by Rep. Gardner to 
allow U.S. exports to all WTO members would create U.S. jobs, pro- 
mote our geostrategic interests, and allow the United States to 
compete in the lucrative market, all without negatively impacting 
prices or the environment. 

And I should note that that legislation has passed out of the 
Committee today, and we hope to have it on the floor soon. 

Making it easier to export LNG also sets a good example for our 
trading partners and promotes our broader free trade agenda. 

Finally, in considering this issue, we should keep in mind that 
Congress is constitutionally vested with the authority over foreign 
trade. 

I will now yield to — do you want to make an opening statement, 
Mr. Neal, at this time or should we wait? 

Mr. NEAL. Mr. Chairman, I would prefer that, at the time he ar- 
rives, Mr. Rangel be allowed to offer an opening statement, if that 
IS his choic© 

Chairman NUNES. Sure. Yes. We will do that. 

Thank you, Mr. Neal. 

Today we are joined by four witnesses. First, we will hear from 
Matt Klaben, Vice President, General Counsel, and Secretary of 
Chart Industries based in Ohio, and is also testifying on behalf of 
the National Association of Manufacturers. 

Chart Industries manufactures key components for LNG facili- 
ties and has manufacturing facilities across the United States, in- 
cluding in Representative Boustany’s and Representative Kind’s 
districts. 

Second, we will hear from Judy Hawley, who is Chair of the Port 
Commissioners at the Port of Corpus Christi in Texas, which is 
slated to build a large LNG export facility. She has served on the 
Port Commission for 10 years and previously served in the Texas 
State House with Representative Brady. 

Third will be Dan Weiss, Senior Fellow at the Center for Amer- 
ican Progress. 

Finally, we will hear from Sarah Ladislaw, Director and Senior 
Fellow in the Energy and Natural Security Program at CSIS. 

We welcome all of you, and we look forward to your testimony. 

Before recognizing the first witness, let me note that our time 
this afternoon is limited. We do have your testimony. If the wit- 
nesses will keep their time limit on their testimony to under 5 min- 
utes, we would really appreciate it. 

And, with that, Mr. Klaben, you are recognized for 5 minutes. 
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STATEMENT OF MATT H EW KLABEN, VICE PRESIDENT, GEN- 
ERAL COUNSEL AND SECRETARY, CHART INDUSTRIES, INC, 

ON BEHALF OF NATIONAL ASSOCIATION OF MANUFACTUR- 
ERS 

Mr. KLABEN. Good morning. Thank you, Mr. Chairman. 

My name is Matt Klaben, and I am Vice President and General 
Counsel and Secretary at Chart Industries. 

Chart is a leading manufacturer of equipment for a wide variety 
of cryogenic and gas processing applications. Our equipment is 
used in the production, distribution, and end use of atmospheric 
and industrial gases, as well as natural gas itself 

We have about 3,000 employees at locations in a dozen States 
across the U.S., from communities in Minnesota to Texas and Cali- 
fornia to New York and in between. My colleagues make high-qual- 
ity products for both domestic consumption and export to markets 
around the world. 

Today’s hearing is about the potential opportunities that exist for 
companies like mine and our employees and communities across 
the United States from LNG exports. Chart plays a vital role in the 
LNG supply chain, producing equipment for applications from liq- 
uefaction to end use. 

For liquefaction, at facilities in places like La Crosse, Wisconsin; 
New Iberia, Louisiana; The Woodlands, Texas; and Tulsa, Okla- 
homa, we design, manufacture, and fabricate equipment such as 
heat exchangers, pressure vessels, and cold boxes that customers 
use to process and chill natural gas to produce LNG. 

Continuing along the LNG supply chain in places like New 
Prague, Minnesota, and Canton, Georgia, we design and manufac- 
ture vacuum-inflated tanks and transportation equipment which 
customers use to store and deliver LNG. 

Finally, we design and manufacture fuel tanks for trucks, buses, 
locomotives, and even ships in places like Canton and New Prague. 

Chart’s participation in the LNG value chain has put us in a po- 
sition to create many good-paying jobs in communities across the 
U.S. In recent years, we have invested tens of millions of dollars 
to expand our facilities in various American communities for these 
opportunities. 

Let me take a few moments to tell you about just one of those 
in La Crosse, Wisconsin, where we recently completed the expan- 
sion of our brazed aluminum heat exchanger manufacturing plant. 

This $50 million project increases the manufacturing capacity of 
our heat exchangers in La Crosse by 40 percent, doubles our engi- 
neering capacity, and includes an additional brazing furnace, which 
is the largest of its type in the world. 

Our La Crosse facility employs more than 600 people and has a 
rich heritage boasting more than 60 years of uninterrupted heat 
exchanger manufacturing. We have a 5-year contract with Machin- 
ists Union Local Lodge 2191, which continues our proud 60-year 
partnership with the International Association of Machinists and 
Aerospace Workers. 

In La Crosse, as we have done in other American communities, 
we have laid the foundation to support job growth in anticipation 
of LNG opportunities continuing on their natural course without 
artificial barriers. 
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Manufacturers believe LNG exports should be governed by prin- 
ciples of free trade and open markets. Manufacturers also oppose 
barriers to exports. We call on the DOE to accelerate the decision- 
making process for LNG exports. This process has become a regu- 
latory choke point, contrary to American traditions and our inter- 
national obligations. Approval of pending LNG export terminals 
will place Chart in a position to create jobs in the U.S. 

Chart designs and manufactures equipment that is needed to 
construct terminals in communities like La Crosse, New Iberia, 
The Woodlands, and New Prague. If Chart is selected to supply 
equipment for just one average-sized terminal, it would support 
hundreds of jobs at our facilities and further hundreds of jobs with 
our suppliers in other communities around the U.S. 

Chart and its suppliers are not alone. We represent just one 
small part of the LNG value chain and the total work needed. Each 
LNG export terminal costs roughly $10 billion to construct. Each 
project would create thousands of jobs and generate billions of dol- 
lars in economic benefits. 

Importantly, even after construction is completed, the operation 
of LNG export terminals could put Chart and others in a position 
to create many more American jobs while enhancing American en- 
ergy security through the creation of needed domestic infrastruc- 
ture. The ongoing economic impact of these terminals would create 
opportunities for us in our communities. 

The U.S. has led the world in adopting international rules to pro- 
hibit export restrictions, such as WTO rules that were recently in- 
voked to rein in restrictions on exports of rare earth materials from 
China. 

For the U.S., the same principles must apply. We should not our- 
selves be in violation of these very same commitments. At Chart, 
last year we sold over $800 million of high-quality products from 
communities across the U.S. We exported over 44 percent of those 
American-made products to customers around the world in places 
as diverse as China, Europe, and Australia. 

Chart benefits from the principles of free trade to support Amer- 
ican manufacturing jobs from coast to coast and in between. Devi- 
ations from those principles, whether at home or abroad, can only 
hurt us in our communities as a whole. 

Thank you for the opportunity to appear today. I look forward for 
your questions. 

[The prepared statement of Mr. Klaben follows:] 
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Testimony of Matthew J. Klaben 

Before the House Committee on Ways and Means, Subcommittee on Trade 

Hearing on: “Trade Implications of U S. Energy Policy and the Export of Liquefied 

Natural Gas (LNG)’ 

Aprils, 2014 

Good morning, Chairman Nunes, Ranking Member Rangel, and members 
of the Subcommittee on Trade. My name is Matt Klaben, and I am Vice 
President. General Counsel and Secretary of Chart Industries, Inc. Chart is a 
leading independent global manufacturer of equipment for a wide variety of 
cryogenic and gas processing applications. Our equipment is used in the 
production, storage, distribution and end-use of atmospheric and industrial gases 
as well as natural gas itself. Chart has about 3,000 employees at locations in a 
dozen states across the U.S. From communities in Minnesota to Texas, and 
California to New York, and in between, my colleagues make high quality 
products for both domestic consumption and export to markets around the world 
I appear here today on behalf of Chart and the National Association of 
Manufacturers (NAM), an organization in which Chart is a proud member. The 
NAM is the nation's largest industhal trade association, representing nearly 
12,000 small, medium and large manufacturers in every industrial sector and in 
all 50 states. Manufacturers are major energy consumers, using one-third of the 
energy consumed in the United States. For manufacturers, natural gas is a 



critical component of an “all-of-the-above’ energy strategy that embraces all 
forms of domestic energy production, including oil, gas, coal, nuclear, energy 
efficiency, alternative fuels and renewable energy sources 

Today's hearing is about the trade implications of U.S. energy policy, in 
particular how the export of liquefied natural gas, or LNG, fits into our energy 
strategy. It is also about the potential opportunities that exist for companies like 
mine and our employees in communities across the United States. 

Natural gas liquefaction is a manufacturing process. To convert natural 
gas to LNG, the gas is processed to remove impurities, like water, condensates 
as well as other gases, such as carbon dioxide, hydrogen sulfide and sometimes 
nitrogen and helium. The gas is then super-cooled in several stages until It Is 
liquefied and ready for shipping. 

Chart plays a vital role in the LNG supply chain, producing highly 
engineered equipment for applications from liquefaction to end use. For 
liquefaction, at facilities in places like La Crosse, Wisconsin, New Iberia, 
Louisiana, The Woodlands, Texas, and Tulsa, Oklahoma, we design, 
manufacture and fabricate equipment, such as heat exchangers, pressure 
vessels and cold boxes, that customers use to process and chill natural gas to 
produce LNG. Continuing along the LNG supply chain, in places like New 
Prague. Minnesota, Owatonna, Minnesota and Canton, Georgia, we design and 
manufacture vacuum-insulated tanks, trailers and other transportation and 
dispensing equipment, which customers use to store, transport and deliver LNG. 
Finally, we design and manufacture fuel tanks for trucks, buses, railroad 



locomotives and even ships that use LNG as a transportation fuel in places like 
Canton, Georgia and New Prague, Minnesota^ 

Chart's participation in the LNG value chain has put us in a position to 
create many good-paying jobs in communities across the U S. In recent years, 
we have invested tens of millions of dollars to expand our facilities in various 
American communities to be prepared for these opportunities. Let me take a few 
moments to tell you about one of those in La Crosse, Wisconsin, where we 
recently completed the expansion of our brazed aluminum heat exchanger 
manufacturing plant. This $50 million project increases the manufacturing 
capacity for our heat exchangers in La Crosse by 40%, doubles our engineering 
space and includes an additional vacuum brazing furnace, which is the largest of 
its type in the world. Our La Crosse facility employs more than 600 people and 
has a rich heritage boasting more than 60 years of uninterrupted heat exchanger 
manufacturing in the area. We have a five year contract with Machinist Union 
Local Lodge 2191, which continues our proud 60 year partnership with the 
International Association of Machinists and Aerospace Workers. In La Crosse, as 
we have done in other communities across the U.S., we have laid the foundation 
to support job growth, in anticipation of LNG-related opportunities continuing on 
their natural course, without artificial barriers. 

The Department of Energy, or DOE. has received applications for 31 
proposed terminals seeking to export LNG to non-free trade agreement (FTA) 
countries. While most of these proposed terminals have received approval to 
export to FTA countries, only seven have obtained approval to export to non-FTA 
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countries. Once built, these seven facilities are estimated to produce 12.87 billion 
cubic feet per day (Bcf/d), of which a significant portion would only be allowed for 
export to FTA countries.' The DOE licensing process has become a regulatory 
choke point for LNG export applicants; at DOE's current pace, some of the 
applications in the queue could be waiting until 2016 or later before they can 
move to the next step in the multi-year permitting process. As we look at 
demands growing in Europe, Asia and elsewhere, we believe this process is far 
too slow and contrary to our long tradition as an exporting nation and to our 
international obligations. 

Manufacturers believe LNG exports should be governed by principles of 
free trade and open markets. Manufacturers also oppose bans or similar market- 
distorting barriers to exports of LNG or any other commodity here in the United 
States and around the world. For this reason, the NAM has called on the DOE to 
accelerate the decision making process for the remaining 24 applications in its 
queue. The DOE owes applicants an up-or-down decision as expeditiously as 
possible, so that the market may operate properly. 

Approval of pending LNG export terminals would place Chart in a position 
to create jobs in the U.S. Chart designs and manufactures equipment that is 
needed to construct the export terminals in communities like La Crosse, 
Wisconsin, New Iberia, Louisiana, The Woodlands, Texas and New Prague, 
Minnesota, If Chart is selected to supply equipment for just one average-sized 
export terminal, It would support hundreds of jobs at Chart facilities, and further 
hundreds of jobs with Chart suppliers in other communities around the U.S. And 

' huji://c«cti^.jioy le(tlown|oaj4raummiir3-lns;'C\por1-ap0licaliims. 
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we do expect that we will participate in this infrastructure build-out. if it moves 
forward. 

Chart and its suppliers are not alone — we represent just a small part of the 
LNG value chain and the total work needed. Each LNG export terminal costs 
roughly $10 billion to construct. Each project would create thousands (and in 
some cases tens of thousands) of jobs and generate billions of dollars in 
economic benefits. Manufacturers across the country would create jobs making 
compressors, heat exchangers, storage tanks, pipes, valves and other 
components of these state-of-the-art infrastructure projects. 

Importantly, even after construction is completed, the operation of LNG 
export terminals could put Chart and other manufacturers in a position to create 
many more U.S. jobs, while enhancing American energy security through the 
creation of needed domestic infrastructure. Let me suggest a few examples. 

First, the demand for natural gas from these terminals would lead to production 
of additional natural gas liquids— valuable by-products from gas that generally 
are not part of natural gas liquefaction but instead are used in other 
manufacturing processes. Chart and other manufacturers make the equipment 
needed for processing these liquids and for their use in industry. In addition, we 
believe the construction of these terminals would promote an environment of 
further business investment in LNG applications, providing an opportunity for 
Chart and other manufacturers to create more jobs building things like domestic 
infrastructure for use of LNG as a transportation fuel. Finally, some of the LNG 
output of these terminals could serve domestic LNG fueling needs if market 
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conditions support it, potentially relieving domestic LNG supply shortfalls that 
today limit our use of this clean-burning American fuel. In the end, we expect the 
existence of LNG export terminals will help unlock the true potential that 
America's natural gas wealth holds for American manufacturing, job growth and 
energy security. 

From our country's earliest days, the United States has recognized the 
importance of exporting to grow our economy. Indeed, Article I section 9 of our 
own Constitution banned the imposition of export taxes. The United States has 
also led the world in adopting international rules to prohibit countries from using 
export restrictions to gain an unfair competitive advantage.. The NAM was 
pleased to see the World Trade Organization (WTO) enforce these obligations 
with China, which was restricting exports of raw materials and rare earths to the 
detriment of U.S. industries and workers. 

For the United States, the same principles must apply. In December 2013, 
former WTO Appellate Body Chairman James Bacchus authored a report for the 
NAM concluding that the delay by the DOE to issue licenses to export LNG to 
foreign countries likely constitutes, in and of itself, a violation of our international 
obligations under the WTO. As a member of the WTO, the United States is 
bound to comply with trade rules contained in WTO agreements that we helped 
develop. If the United States is going to continue to lead the world in pursuing a 
rules-based international system, we should not ourselves be in violation of the 
very same commitments we ask others to respect. 


h 



14 


With 95 percent of the world's consumers living outside of the U.S., export 
bans on any product, including LNG, can be expected to have far-reaching 
negative effects, including on domestic economic opportunities, employment and 
ultimately economic growth. The U.S. government's ability to convince other 
countries to eliminate their existing export restraints on agricultural, forestry, 
mineral and ferrous scrap products — just to name a few — will be seriously 
compromised if the U.S. imposes its own export restrictions. Even worse, as the 
world's largest economy and largest trading country, U S. actions are often 
replicated by our trading partners to our own dismay. If the United States goes 
down the path of export restrictions, even more countries would quickly follow 
suit and could easily limit U.S. access to other key natural resources or inputs 
that are not readily available in the United States, 

At Chart, last year we manufactured and sold over $800 million of high 
quality products from communities across the United States. We exported over 
44% of those American-made products to customers around the world in places 
as diverse as China, Europe and Australia Chart and many others across the 
U.S. benefit from the principles of free trade to support American manufacturing 
jobs from coast-to-coast and In between. Deviations from those principles, 
whether at home or abroad, can only hurt us and our communities as a whole. 
Conclusion 

With the right energy policies in place, manufacturers could experience a 
true resurgence. Chart is no different. Robust development of our nation’s vast 
natural gas resources will help drive domestic manufacturing as a critical 
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component of a true "all-of-the-above” energy strategy. To the extent the market 
creates opportunities for LNG exports the government should not be standing in 
the way of those opportunities. We believe the market can provide equilibrium 
between affordable, abundant gas supplies for domestic manufacturers and 
opportunities for LNG exports. 


a 
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Chairman NUNES. Thank you, Mr. Klaben. 

At this time I would like to take a pause in the witnesses and 
recognize our ranking member, Mr. Rangel. 

Mr. RANGEL. Thank you, Mr. Chairman. 

My apologies to the members as well as to our witnesses. 

I welcome the exchange on this very important subject. I think 
America, once again, is blessed with this boon we see in natural 
gas. 

It is my understanding that the current law provides the Presi- 
dent of the United States with flexibility in order to consider the 
public interests, but that, under existing law, it is almost auto- 
matic and that nobody that has applied for a license have had it 
turned down. 

Having said that, and recognizing that we are trying to negotiate 
quite a few expansive trade agreements with the European Union 
as well as Asia, it just seems to me that how we handle this could 
be possibly a negotiating item that could be in the quiver of our 
U.S. trade representatives. 

But I do hope, since I regret that I have heard Mr. Klaben’s testi- 
mony, that the witnesses could share with me the downside of ex- 
isting law as it relates to the public policy — the public interest, 
rather, of the United States of America and what fear is there that 
this President or any President would not want to export a valu- 
able commodity, especially at a time that we have a negative trade 
balance. And I assume the question as to the price of liquid gas to 
our businesses and as well as to homeowners will be included in 
the testimony. 

But I just want to thank you, Mr. Chairman, for giving me this 
opportunity. I look forward to the testimony of the distinguished 
witnesses. 

Chairman NUNES. Thank you, Mr. Rangel. 

At this time we will proceed with the presenters, and we will go 
to Ms. Hawley. 

You are now recognized for 5 minutes. 

STATEMENT OF JUDY HAWLEY, CHAIR, PORT COMMISSION, 
PORT OF CORPUS CHRISTI 

Ms. HAWLEY. Thank you. Thank you. Chairman Nunes and 
Ranking Member Rangel and the Members of the Subcommittee. 

It is a great honor to be in front of you today on such an impor- 
tant issue. My name is Judy Hawley. I am testifying before this 
subcommittee as Chair of the Port Commission of the Port of Cor- 
pus Christi. 

I am pleased to have served in the Texas House for 8 years, 
served on Energy and Transportation Committees, and chaired the 
Southern States Energy Board for a couple of years as well. 

The Port of Corpus Christi, just to orient you, is the fifth largest 
port in terms of tonnage in the United States. In addition, 86 per- 
cent of the port’s tonnage comes from energy. That is our historical 
base. Historically, we have been an importer of heavy crude. But 
in the past year, the Port of Corpus Christi has become, as many 
ports have, a major exporter. 

The port serves as a nexus for the input of stakeholders and in- 
terested parties ranging from our local communities to inter- 
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national businesses. In my 10 years on the commission, I have a 
bird’s-eye view of the local economic impact of Federal energy pol- 
icy and a broader view of how energy policy can affect local, na- 
tional, and international issues. 

Locally, it is hard to overestimate the economic benefits resulting 
from the energy exploration and development of the Eagle Ford 
Shale formation in Texas. In a few short years, the Eagle Ford 
Shale has become the largest single oil and natural gas develop- 
ment in the world, based on capital expenditures, creating over $61 
billion in economic impact and over 116,000 full-time jobs, with an 
annual payroll of almost 5 billion. 

But may I emphasize again that the growth in the energy sector 
translates to growth in jobs. Our unemployment rate in South 
Texas had consistently been well below the national average. It is 
now below the national average, and that includes the influx of 
new workers coming in seeking jobs. We are now at 5.5 percent un- 
employment, which is historic for us. 

But more than just addressing the unemployment issue, we are 
also addressing the underemployment issue. And that has come 
about because of the expansion of natural gas and has come about 
because of the interest in LNG. 

Our community colleges, our universities, and our craft training 
centers are ramping up at full speed to meet the demand that we 
have right now for qualified technicians, for welders, for environ- 
mental engineers, for petroleum engineers, and the list goes on and 
on. 

Being able to meet the needs of the underemployed has really 
been a tremendous godsend out of this Eagle Ford Shale move and 
out of this LNG business that we are embarking upon at this point 
in time. 

I would like to describe one particular energy project to illustrate 
the vast economic and job growth that can result from expanding 
exports of LNG. 

Cheniere Energy is a company that is building a facility down on 
our coast, on our ship channel. They are going to take 673 acres. 
It is a newly expanded, newly dredged ship channel. 

And their investment, as a previous speaker identified, rep- 
resents about $11 billion in an investment, similar to, actually, an 
LNG facility that they put in Sabine Pass, Louisiana. 

We are anticipating 1,800 construction jobs over a 5-year period, 
3,000 jobs at the peak of construction. You know, just imagine 
what 3,000 new construction jobs would do in anybody’s district, as 
an influx of capital, an influx of energy, and an influx of a trained 
skilled labor force. Once the project is built, it is estimated that the 
Corpus Christi Cheniere facility will support 8,000 jobs in the re- 
gion permanently. 

One LNG facility will benefit not just South Texas, but, also, the 
national economy. The Corpus Christi facility is projected to re- 
quire over $2 billion in U.S. -sourced equipment and to have a posi- 
tive impact — and this is what the chairman was alluding to, and 
I think this is the key point that I would like to make today — it 
can influence our balance of trade with exports up to almost $10 
billion annually. You know, the numbers are just overwhelming 
when we consider what we will be able to do with that LNG. 
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While these economic benefits for the Nation are important, the 
export of LNG is important for building stronger ties with our al- 
lies abroad, freeing countries from economic oppression through 
threats to their national gas supplies, and supporting the use of 
safer and more environmentally sound natural gas over other en- 
ergy sources. 

As a result of preparing, really, for the last 20 years for the Pan- 
ama Canal’s expansion to handle larger ships, including LNG tank- 
ers, the Port of Corpus Christi is ready to support increased ex- 
ports of LNG. 

In the past decade, the Port of Corpus Christi has invested $25 
million, leveraged with the Federal Government’s investment of 
nearly 60 million, to deepen and extend the ship channel to accom- 
modate those LNG exports. That investment has attracted over $22 
billion in new industrial growth in our region. That investment has 
really transformed a formerly economically disadvantaged area. 

Finally, my final comment is that the Port of Corpus Christi is 
a strategic military port. Having the ability to export LNG out of 
our facility strengthens our position. And we are very proud of the 
support that we give to this Nation in terms of being a strategic 
military port, and we think the LNG exporting strengthens that 
position. 

Thank you very much. 

[The prepared statement of Miss Hawley follows:] 
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PORTCORPUSCHRISTi 


Siatemeni of Judy Hawley, Chair, Pori Commission for the Port of Corpus Christi Authority 
For Hearing ofTrade Subcommittee of the House Ways and Means Committee on 
The Trade Impjieatipn.s of U.S. Energy Policy and the Export of Ejiyueried Natural Gas (LNGJ 


Chairman Nunes. Ranking Member Rangel, and Members of the Subcommittee: 

Thank you for the honor of appearing before the subcommittee as part of this distinguished panel 
on such an important topic. 

My name is Judy Hawley. I am testifying before this subcommittee in my capacity as Chair of 
the Port Commission for the Port of Corpus Christi Aulhonly. I am also pleased to have sert'cd 
for eight years in the Texas legislature, including service as Vice Chair of both the 
Transportation and the Energy Resources Committees. I have also served as Chair of the Corpus 
Christi Regional Economic Development Corporation. 

The Port of Corpus Christi is the 5"' largest port in the United Stales in total tonnage. In 
addition, 86% of the Port's tonnage comes from energy. 

One thing I have learned during my ten years of .serving as a Pon Commissioner is that this role 
provides a unique insight on economic development issues. As a public entity, our role is to 
.serve the public good by .serving as an engine that drives responsible economic development and 
by serving as a trustworthy steward for the Corpus Christi Ship Channel and assets of the Port. 

The Port Commission serves as a nexus between the local communities that we serve and the 
many stakeholders in the Pori’s operations. These .stakeholders include: 

• busines.ses loeatcd on or near the Port's property; 

• customers whose operations depend upon trade conducted through the Pon; 

• national and international shippers who utilize the Pon's capabilities; 

• area institutions of higher education that provide skilled workers essential for economic 
growth; and. 

• local, state, and federal government agencies that work with us to build and maintain 
needed infrastructure while also protecting the environment. 

Our responsibilities require constant consultation with the community and stakeholders while 
also demanding careful planning for activities many yctirs in the future. 


I 
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As a result, the Port Commission can provide both 

• a bird's eye view of the local economic impact of federal energy policy, and 

• a broader picture of how federal energy policy can alTect national and international 
interests. 

Locally, it is hard to overstate the economic benefits resulting from expanded domestic energy 
exploration and development primarily through the ongoing development of the Eagle Ford 
Shale formation in lexas. 'this formation is the source of abundant oil and natural gas resources 
able to be extracted using modem energy development technologies. In a few short years Eagle 
Ford Shale has become the largest single oil and natural gas development in the world based 
upon capital expenditures. 

Just last month the Center for Community and Business Research at The University of Texas at 
San Antonio's Institute for Economic Development issued an updated report (hereallcr, the 
"UTSA Repon”) on the economic impact of Eagle Ford Shale.' It studied a 20-county area that 
was comprised of 14 counties where production is occurring and 6 related counties. 

Among the findings in the UTSA Repon are that economic development resulting from Eagle 
Ford Shale is responsible for: 

• Over S6I billion in total economic impact 

• 1 16,508 full-time jobs supported 

• S4.69 billion in payroll 

• SI. 01 billion in total ItKal tax revenues 

• S 1 .24 billion in estimated local tax revenues 

While all of these statistics are great news, we arc especially pleased about the large number of 
new jobs created and supported in the South Texas region. These well-paying jobs occur across 
a number of sectors, not jusit energy and uunsporlation, but also benefiting workers in related 
supporting occupations. 

As a result, unemployment in the Corpus Chrisli is consistently well-below the national average, 
despite an influx of new workers pursuing employment opportunities. According to the Bureau 
of Labor Statistics, our unemployment rate in the C orpus Christi Metropolitan Area wits 6.6% in 
January of 2013 and has declined to 5.5% in January of 2014. 


' The full report and the appendix to that report can be accessed online at: 

httE://ccbr.iedte.xas.prg/cfs-cconpmic-impact-2()l3 

http://ccbr.iedte.xus.org/efs-economic-impuct-appendix-20l3 
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Further, the jobs and economic growth that we have already experienced may Just be the tip of 
the iceberg. Continued growth is e.\pected for the foreseeable future. The UTSA Report 
projects that Eagle Ford Shale will generate an eeonomie impact of over S89 billion in 2022 (up 
from S61+ billion in 2013) and over I27,0(M) jobs in 2022 (up from 1 16.000+ in 2013). 

In addition, we are witnessing the early stages of related industrial developments that will have 
increasingly strong economic development impact.s. I would like to describe one particular 
project to illustrate the vast economic and job growth that can result from supporting expanded 
exports of liquefied natural gas [LNG]. 

Chcniere Energy plans to build an LNO liquefaction facility on a 673-acre tract of Port industrial 
property at the newly-expanded La Quinta Ship Channel to support LNG exports. This project 
alone represents a roughly SI I billion investment.' Based upon a similar facility being built in 
Sabine Pass, Louisiana, we are anticipating an average of 1.800 construction jobs over a five 
year building period, w ith 3,000 jobs at the peak of construction. 1 would like each member of 
the subcommittee to take a moment to imagine how a project resulting in 3.000 construction jobs 
could boost a community. 

Once tile faeility is built, it will provide the foundation for thousands of stable and high-paying 
jobs beyond the estimated 225 positions required to operate the facility. These jobs involve 
business activities related to the LNO business and jobs in managing the energy-producing 
properties and related infrastructure needed to produce the natural gas that would be liquefied 
and exported. It is estimated the Corpus Christi Cheniere facility will support over 8,000 
permanent jobs per year. 

The ability to add and support thousands of jobs during an era of chronic underemployment is an 
economic godsend to countless workers and their families. In addition, while much of the capital 
investment resulting from natural development involves pipelines and other specialized energy 
infrastructure, some capital improvements benefit our regional transportation infrastructure, 
which in (urn can lead to other job-creating economic development. Also, the tax revenues 
generated from development and export of natural gas ran support other education and economic 
development initiatives that can Irad to increases in high-quality new jobs. 

This one liquefaction facility will benefit not just South Texas, but also the national economy. 
Again, based upon a similar project under construction, the Corpus Christi facility will require 
over $2 billion in equipment from U.S. sources. It is projected (o have a positive impact upon 
our nation's balance of trade of up to S9.5 billion annually. 


■ Economic data on this facility comes from a report prepared by The Perryman Group, “The 
Anticipated Impact of Chcnicrc’s Proposed Corpus Christi Liquefaction Facility on Business 
Activity in Corpus Christi Texas and the US" (April 2012). 

.t 



While ihcse economic bencliis for the nation are important, there are also other benefits for 
Members of C ongress to consider. The export of LNCi is critical for building stronger ties with 
allies abroad, freeing countries from economic oppression through threats to their natural gas 
supplies, and supporting the u.se of safer and more environmenlally-stiund natural gas over other 
energy sources. 

The Port has regularly discussed the desirability of stable and alTordable natural gas as an energy 
source with entities from nations across the globe. In face the Port is the beneficiary of over SI 1 
billion dollars of investment from large international companies locating industrial plants on Port 
property. These investments include: 

• S7(H) million by Voestalpine iron plant which will create 150 full time jobs in the region 

• S75I million by M&Ci Resin which will create 220 full lime jobs in the region 

• SI billion by TPCO America which will create 6(K)-8()0 full time jobs in the region 

We welcome and encourage these types of investment that are made possible by the abundant 
supply of energy products resulting from development of the Eagle Ford Shale formation. Yet 
mo.st of the strong and growing demand for LNG in places such as Europe and Asia is for 
consumer uses and smaller business and Uansportation uses that will not be transferred abroad. 

Current economic development benefits and job growth are a great succc.ss story. It is a 
serendipitous circumstance that the Eagle Ford Shale discovery happened to occur in the period 
leading up to expansion of the Panama Canal. This expansion will allow larger ships, including 
LNCi tankers, to travel through the Canal. 

The Port of Corpus Christi, like other ports, lias been planning for the Panama Canal expansion 
for the past twenty years, although our original plans were based upon need for facilities to 
handle tankers for importing rather than exporting LNG. In the last decade, the Port of Corpus 
Christ! has invested S25 million — leveraged with the federal government's investment of S58 
million through the Corps of Engineers - to deepen and extend the ship channel to accommodate 
LNG exports. As mentioned previously, this investment has attracted over SI I billion in new 
industrial growth, creating over a thousand high-paying jobs for a previously disadvantaged area. 

The private sector also has responded swiftly to take advantage of opportunities related to the 
new' and abundant sources of natural gas and other energy-related products in Texas and 
elsewhere around the country. In other words, our nation’s infiustructure is in relatively good 
.shape to move fonvard with increased production and export to meet the growing worldwide 
demand for LNG. 
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At this point, the biggest constraint to taking ad\ antagc of this new opportunity tor job growth 
and other economic benefits is federal energy policy. Sustaining this energy-related economic 
grow th is contingent upon the federal go% cmmcnt adopting policies to: 

• increase the number of countries to which LNG may be exported, and 

• act expeditiously on permits for LNG production and export facilities. 

Such policy changes will provide a stable underpinning for domestic and foreign inve.stments 
that will lead to the creation of e tens of thousands of both construction and permanent jobs, 
dramatic growth in exports, and billions of dollars in additional annual revenue for the U.S. 

On the other hand. Ihe huge opportunity for increased worldwide sales of LNG is hardly a sccrel. 
I f the United .States fails to take advantage of this opportunity, inlemational natural gas suppliers 
will focus their efforts on increasing production at other worldwide sites in places such as 
Canada, East Africa, and Australia. Once the large inlrastructurc costs arc undertaken to expand 
LNG production at those sites and long-term supply contracts are executed, the window of 
opportunity for the U.S. to reap the as.sociated economic and job growth w ill he closed. 

1 would like to take a brief moment to discuss the myth that increasing LNG exports will 
somehow damage U.S. economic interests. This matter has been studied and concerns have been 
found to be erroneous.^ Increased LNG export would have numerous economic benefits for 
Texas and the United States, yet are unlikely to have any significant impact upon domestic 
natural gas prices. In fact, attempts to resuict LNG exports and anificially depress natural gas 
prices could limit ongoing exploration and development, causing more damage than benefit. 

In closing, I would like to mention that the Port of Corpus Christi is one of the U.S.'s 1 7 strategic 
national defense ports. We regularly take actions to facilitate U.S. national interests over the 
Port's narrow economics interest in terms of maintaining capacity reserved for U.S. defense 
needs and giving priority to shipping of military cargo over other more lucrative business 
opportunities. 

The Port of Corpus Christi lakes its responsibilities to serve this country's national security and 
economic security very seriously. While we are candid about the large economic benefits 
resulting from expanded growth of Ihe energy sector, we also believe that federal policies 
supporting international energy trade benefit both South Tc.xas and Ihe nation. It is in the .spirit 
of supporting our highest national interests that I have offered this testimony. 

Thunk you for this opportunity to testify before the Subcommittee. 


^ See, e.g., NERA Economic Consulting’s “Macroeconomic Impacts of LNG Exports from the 
United States" (Dec. 2012) and Deloiltc Market Point's "Made in America: The Economic 
Impact of LNG Exports from the United States” (2011 ). 
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Chairman NUNES. Thank you, Miss Hawley. 

Now we recognize Mr. Weiss for 5 minutes. 

STATEMENT OF DANIEL WEISS, SENIOR FELLOW, CENTER FOR 
AMERICAN PROGRESS 

Mr. WEISS. Thank you, Chairman Nunes, Ranking Member 
Rangel, and members of the Trade Subcommittee. Thank you for 
the opportunity to testify today. 

The Department of Energy must continue its public interest as- 
sessment of proposed liquefied natural gas export applications. 

The following four criteria are essential to evaluate whether 
pending applications are in the public interest: First, assess the im- 
pact of additional LNG exports on natural gas prices and electricity 
costs; second, evaluate the impact of higher natural gas prices on 
U.S. manufacturing; third, determine the climate impacts of in- 
creased natural gas production; fourth, are there other options that 
can deliver natural gas cheaper, faster, and more securely? 

First, the Department of Energy has already approved LNG ter- 
minals that could export approximately 18 percent of total domestic 
natural gas production by 2020. The Energy Information Adminis- 
tration forecasts that, even with a modest level of exports, the price 
of natural gas for domestic electricity would grow by nearly one- 
third by 2020. This price increase could have severe impacts on 
family and small business budgets. 

Second, a recent study found that lower natural gas prices have 
fueled an additional 200,000 new manufacturing jobs. However, if 
more LNG exports boost natural gas prices, the industrial sector 
could experience nearly a one-third price increase in natural gas 
costs by 2020. This price rise could reduce manufacturing jobs. The 
nearest study commissioned by DOE determined that the expan- 
sion of LNG exports would provide net economic benefits to the 
U.S., but warned that, “Higher natural gas prices in 2015 can also 
be expected to have negative effects on output and employment.” 

Number three, DOE must consider climate change when evalu- 
ating additional LNG exports. The hundreds of scientists on the 
International Panel on Climate Change just issued yet another 10- 
alarm warning that, “Impacts from recent climate-related ex- 
tremes, such as heat waves, droughts, floods, cyclones, and 
wildfires, reveal significant vulnerability and exposure of some eco- 
systems and many human systems to current climate variability.” 

Methane contributes nearly one-tenth of U.S. climate pollution. 
The oil and gas sector is the second largest source of domestic 
methane due to fugitive releases during production and leaks dur- 
ing distribution. 

For instance, a study by Senator Ed Markey estimated that, in 
2011, aging natural gas pipelines leaked large amounts of natural 
gas, the pollution equivalent of 6 million cars. Leaking natural gas 
also cost consumers at least $20 billion over the past decade. 

Ranking Member Rangel recently introduced legislation that 
would begin to plug pipeline leaks, and this program would create 
jobs, save consumers money, and cut pollution. 

Additionally, the Energy Information Administration predicts 
that further gas exports would spur additional gas production, 
which would lead to more methane pollution, exacerbating climate 
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change. The Obama administration’s new methane reduction pro- 
gram must limit fugitive methane from fracking. 

Lastly, some want to assist Ukraine by skipping reviews in the 
public interest review to fast-track approval of additional LNG ex- 
port facilities. However, LNG exports to Ukraine require infra- 
structure that would take years to build. 

The first export facility at Sabine Pass that Ms. Hawley talked 
about may not be ready until 2016, and its gas is already con- 
tracted to go to India and South Korea. 

In fact, some call fast-tracking LNG exports like answering a 911 
call from Ukraine. If so, the fire department won’t arrive for 2 
years and then it will go to a different address than the one that 
is making the call. 

Faster, more effective assistance would be — to the Ukraine would 
be investments in energy efficiency, particularly since Ukraine is 
the second-most energy-wasteful nation. 

The U.S. has already successfully invested 15 million in Ukraine 
for efficiency projects that save 380 million cubic meters of natural 
gas and cut carbon pollution equal to 150,000 cars. 

Promptly and significantly expanding these efforts now that re- 
duce gas waste is an effective way to help Ukrainians reduce their 
reliance on Russian gas rather than waiting at least 2 years for 
LNG export terminals to be completed. 

The cheapest, fastest, most economically beneficial method to 
meet energy needs in the U.S. or Ukraine is to capture fugitive 
methane, make buildings more efficient, plug leaky pipes, as Mr. 
Rangel has proposed, and reduce other sources of energy waste. 

Thank you. And I look forward to taking your questions. 

[The prepared statement of Mr. Weiss follows:] 
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Chairman Nunes, ranking member Rangel, and members of the Trade SubcommiUce; lhank you 
for llie opportunity to testify on the “Trade Implications of U.S. Energy Policy and the E.xpon of 
Liquefied Natural Gas (LNG).” The question has taken on greater urgency this winter due to an 
increase in domestic natural gas consumption, the approval of seven LNG export applications, 
and Russia's rattling its natural gas sabre to intimidate Ukraine.^ 

I plan to address several fundamental questions today. 

• What criteria should the Department of Energy use to evaluate whether a proposed LNG 
export project is in the public interest? 

• Are there cost-elTective measures that the United States can undertake that would save 
natural gas. create jobs, and reduce pollution? 

• Is elimination of the public interest test for LNG export facilities an effective policy to 
assi.st Ukraine or other nations threatened by potential high natural gas priees or supply 
reductions? 

MEETING THE PUBLIC INTEREST STANDARD 

In the past six years, the United Stales experienced a dramatic increa.se in natural gas production, 
primarily from "shale gas” generated from improvements in “hydraulic fracturing" (or fracking”) 
and horizontal drilling.’ 

Undcr the Natural Lias Act, the Federal Energy Regulatory Commission (FERC) must approve a 
proposed LNG export or import terminal. For projects that will export gas to one of the 18 
nations with a Free Trade Agreement with the U.S.. the projects arc automatically deemed "with 
the public interest.”’ These 18 nations include Canada, Mexico, and the Republic of Korea.'* 

For nations that do not have a Free Trade Agreement with the U.S., the Department of Energy 
(DOE) must determine whether the "proposed exportation or importation will not be consistent 
with the public interest." as required by Section 3(a) of the Natural Gas Act.’ Deputy Assistant 
Secretary of Energy Paula Gant recently testified before the House Subcommittee on Energy and 
Power th.at 

DDE/FE IDITicc of Fo.ssil Energy] has identified a range of factors that it evaluates when 
reviewing an application for export authorization. These factors include economic 
impacts, international consideration.s, U.S. energy security, and environmental 
considerations, among others.® 

Under these criteria. DOE has approved seven LNG export applications. The Sabine Pass 
facility in Louisiana is the first one under construction.’ Its completion could occur in the fourth 
qtiarter of20l5.* 
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NATIONAL INTEREST DETERMINATION 

In our view, it is essential that bol'orc DOE llntls that any more LNCi export terminals are in the 
public interest, it must include the following criteria in its public interest evaluation. 

• What is the impact of additional l.NG e.xports on natural gas prices and electricity costs? 

• What impact would higher natural gas prices have on U.S. manufacturing? 

• Most studies predict that more LNG exports would increase shale gas production. What 
impact w ill that have on the climate? 

• Can we enhance energy security with means other than drilling or fracking? 

Large LNCi evnorts possible by 2020, leading to a natural gas price hike 

Before Congress passes legislation to accelerate or eliminate the public interest review process, it 
is essential to note that DOE has already approved LNCi lenninals that could that could export 1 3 
billion cubic feet per day (Bcf/d) of natural gas - about 18 percent of total domestic production 
projected in 2020.'' The Energy Infonnation Administration (ElA) notes that LNG exports 
will increase by 14-fold between 2013 and 2020 under a “business as usuafsccnario." There 
would be another four fold inercase in exports between 2020 and 2030. 

Under these projections, the cost of natural gas for domestic electricity generation would rise by 
32 percent between 2013 and 2020 according to ElA." And the pnee would nearly double 
between 2013 and 2030.'* 

ElA also found that natural gas exports will inercase gas prices. 

Increased natural gas exports lead to increased natural gas prices. Larger export levels 
lead to larger domestic price increases, white rapid increases in export levels lead to large 
initial price increases that moderate somewhat in a few years. Slower increases in export 
levels lead to more gradual price increases but eventually produce higher average prices 
during the decade between 2025 and 2035.'* 

A price increase could have .severe impacts on family budgets. ElA reports that the typical 
household spent an average of nearly S2,000 - or 2.7 percent of their household income - on 
household energy fuels in 2012.'*’ The households in the lowest fifth income bracket spent 
double this portion — 6 percent — on household fuels.'’ 
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HiehtT natural itas prices could hurl nianufaclurinit 

Lower natural gas prices have fueled the recent increase in U.S. manufacturing. Fuel Fix a 
Hearst energy publication, reported in March that 

An ample supply of cheap natural gas ha.s ignited a U.S. manufacturing surge projected to 
e.spand plant payrolls and drive demand for chemicals, machinery and steel through the 
end of the decade, according to a report released TTiursday. 

Sinking natural gas prices... are linked to more than l%,000 new manufacturing jobs in 
major metropolitan areas and a S 1 24 billion boost to sales for energy-intensive products 
like fabricated metals and plastics, according to a U.S. Conference of Mayors report on 
the nation’s industrial growth.'* 

This growth is at risk if more LNG eiiports boost natural gas prices, as studies indicate. 
According to LIA, the industrial sector, which includes manufacturers that use natural gas as a 
feedstock, would experience a 28 percent price increase in dircet natural gas eosts bettveen 2013 
and 2020.''' The price boost would be more than a 50 percent increase between 2013 and 2030.^*' 
LNG exports could reduce net job creation compared to using this gas for domestic 
manufacturing. 
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A suidy commissioned by the Dow Chemical Company - an opponent of greater LNG exports - 
found that a 

Comparison of the effects of the manufacturing sector using 5 Bcf/d of natural gas v ersus 
LNG terminals exporting 5 Beftd of natural gas.. .clearly shows higher. ..employment 
related to the manuracturing investments. 

This is primarily driven by the higher level of investment required to manufacture 
products using the natural gas than to export it. Natural gas use of 5 Bcf/d in the 
manufacturing sector requires more than $<>0 billion in investments and significant annual 
spending, while LNG export terminals with 5 Bcf/d of capacity would involve only S2(l 
billion in new investment."' 

The NERA study on I.NG exports commissioned by DOE determined that the expansion of LNG 
exports would provide net economic benefit to tlie economy. 

In all of these cases, benefits that come from export expansion would more than outweigh 
the CO.SLS of faster increases in natural gas production and slower growth in natural gas 
demand, so that LNG exports have net economic benefits in spite of higher domestic 
natural gas prices. 

The study also concluded that higher natrual gas prices trom LNG exports would hurt 
manufacturing employment. It detennined that 

Higher natural gas prices m 201 S can also be expected to have negative cITects on output 
and employment, particularly in sectors that make intensive use of natural gas. 

The manufacturing sector [is] dependent on natural gas as a fuel and [is] therefore 
vulnerable to natural gas price increases.-’ 

Increase in LNG exports could increase climate oollution 

It is irresponsible to disewss energy policies without consideration of their impact on the climate. 
There was another 10 alarm warning on March 30, when the Intergovernmental Panel on Climate 
Change (IPCC), the world’s largest deliberative body of scientific study devoted to climate 
change, released its latest report "Impacts. Adaptation, and Vulnerability."’’ In its strongest 
language to date the report warns that 

Impacts from recent climate-related extremes, such as heat waves, droughts, floods, 
cyclones, and wildfires, reveal significant vulnerability and exposure of some ecosystems 
and many human .systems to current climate variability.’' 

The Afciv York rimes noted that the report wanted that 

"Throughout the 21st century, climate-change impacts are projected to slow down 
economic growth, make poverty reduction more difficult, further erode food seeurity, and 
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prolong existing and create new poverty traps, the latter particularly in urban areas and 
emerging hot spots of hunger," the repoii declared."'’ 

In the United States, climate related events exact a huge human and economic toll. E,xamplcs of 
these costs include the scorching California drought, record Hoods in Colorado, and a deadly 
wildfire season just ahead. Nationwide, in the past three years, there were 32 extreme weather 
events that each caused SI billion or more in damage."' Together, these events took 1,221 lives 
and caused nearly S2I0 billion in destruction.'*' 

So DOE must assess the potential impact of LNG exports on the potential increase of climate 
pollution. It's well documented that fracking to produce shale gas generates fugitive methane, 
which is the main component of natural gas.''* Methane is a potent climate pollutant, which has 
86 limes more warming potential than carbon dioxide pollution over a 20 year period.'** This 
means that significant emissions in the near future could spur much more climate change, 
extreme weather, and other harmful impacts.'* Oil and gas production is the second largest 
.source of domestic methane pollution, responsible for nearly 30 percent of it." 

The administration's recently released “Climate Action Plan Strategy to Reduce Methane 
Emissions” noted that "methane equivalent to 1 27 million tons of carbon dioxide pollution was 
emitted from production, processing, transmission, storage, and distribution of natural gas” in 
2012 ." 

If LNG exports drive an increase in natural gas production, this could also spark growth in 
methane pollution. This concern recently led the EPA to urge the Federal Energy Regulatory 
Commission (FERC) “to consider greenhouse gas impacts from increased U.S. natural gas 
drilling in its environmental review of a natural gas export terminal in Louisiana,”" 

DOE. too, must also assess the potential increase in methane pollution when reviewing pending 
LNG export terminal applications. This evaluation should factor in the cumulaiiw increa.se in 
natural gas production from all of the LNG export terminals already approved, as well as the 
impact from the individual applicant. 

The U.S. must significantly reduce its methane releases to meet the 2020 climate pollution 
reduction goal, Later this year, the EPA will release its methane reduction plan for the oil and 
gas sector, which should include cost-effective limits on this pollutant." This reduction regime 
must be promptly implemented in the oil and gas fields to avoid further exacerbating climate 
change. Ignoring the potential increase in methane pollution from future LNG exports won’t 
make climate change go away - it will only make its impacts more deadly, destructive, and 
expensive. 

Save natural gas, create jobs, cut pollution 

One way to reduce the threat of higher nature gas production, prices, and pollution linked to an 
increase in LNG exports is to make our natural gas distribution system much more efficient. A 
report by Sen. Ed Markey. “America Pays for (ias Leaks,” estimated that the aging network of 
natural gas pipelines leak significant amounts of natural gas." It determined that 
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Gas dislribulion companies in 201 1 reported releasing 69 billion cubic feel of natural gas 
to the atmosphere, almost enough to meet the state of Maine's gas needs for a year and 
equal to the annual carbon dioxide emissions of about six million automobiles. 

Gas companies have little incentive to replace these leaky pipes, which span about 91 ,000 
miles across 46 states because tltey arc able to pass along lire cost of lost gas to 
consumers. Nationally, consumers paid at least S20 billion from 2000 -201 1 for gas that 
was unaccounted for and never used according to analysis performed for this report.^’ 

Fortunately, ranking member Rangel introduced legislation that would begin to plug these leaks. 
His bill “The Pipeline Modernization and Con.sumer Protection Act,” H.R. 4338 would "require 
gas pipeline facilities to accelerate the repair rehabilitation and replacement of high-risk 
pipelines.”’* Companies would develop a priority list of their pipelines that pose the most risk, 
and adopt a cost-recovery program to pay to repair them.”* 

Rep. Rangel has another bill to create the “Pipeline Revolt ing Fund and Job Creation Act,” f I.R. 
4339.”’ This bill would provide “grants to states to establish [revolvingj loan funds,” with each 
state providing 20 percent of the money in its fund.’' It would la.st for ten years. 

Together, the.se bills would begin to plug natural gas pipeline leaks, create jobs for workers to 
repair them, save consumers money due to less wasted gas, and cut climate pollution. Most 
importantly, they would identify and repair the most hazardous pipelines to reduce the likelihood 
of another tragic gas explosion, such as the one in Harlem last month. 

Companion bills were introduced in the Senate by Sen. Ed Markey, and have broad support from 
organizations including the United Steelworkers, Consumers Union, New England Gas Workers 
As.socialion. United As.sociation of Plumbers and Pipciitters, and other interests. 

EFFICIENCY CAN HELP UKRAINE REDUCE DEPENDENCE ON RUSSIAN GAS 

Russia continues to ratchet up its threat to Ukraine, which the United States and other nations 
must respond to by imposing costs on Russia and assisting Ukraine. Russia hopes to exploit 
Ukrainian dependence on its natural gas to dominate this independent nation. In 21)12. Ukraine 
produced only 37 percent of its own gas. and imported the remainder from Russia.” Even 
though Russia undenmeed this gas, Ukraine still owes the Russian gas company Gazprom over 
$2 billion.” 

The Washington Pavr recently reported dial 

Many members of Congress are pressing the Ubama administration to use energy as a 
diplomatic weapon and to speed pennits for natural gas export tenninals to ease Europe's 
and Ukraine's heavy reliance on Rassian supplies.” 

Some members intrrxluced legislation to fast track approval ofadditional I.NG export facilities 
by eliminating or truncating DOE's public interest review of proposed projects.” 
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Approval of more LNG e.\ports could further hike natural gas prices and pollution, but do little 
to help Ukraine. The Sabine Pass LNG facility is nearest to completion, and its finish date is at 
least a year and a half away.* TTie/Vcii York Times notes that "half of the gas that will leave 
(the] facility has already been contracted by India and South Korea, The other half will go to 
British and Spanish companies.'"'^ 

None of the other approved LNG terminals have even begun construction. The Post notes that 
LNG exports to Ukraine could not occur until "years from now. The earliest gas exports won’t 
come until late 2015 or 2016, and most won’t get started until 201 7 through 2019."''' 

Oil c.\ccutivcs understand tliat the approval, construction and operation of LNG export tenninals 
takes time. The Times reponed 

"L.N.G. exports are not about snapping your fingers and making them happen." said 
Manin E. Odum, president of the Shell Oil Company, which has partnered with Kinder 
Morgan in a proposed export tenninal in Georgia that is awaiting regulatory approval. 
“These are laigc bu.sincss development projects that take several years of construction 
and several years of business development and engineering design.’’''* 

The r/nres concluded that “the United States can olTcr little hope for Europeans eager to 
diversify their gas sources as Russia occupies Crimea and may threaten other parts of eastern 
Ukraine.”*" 

The bottom line: rushing to approve more LNG export terminals would provide no short term 
relief for embattled Ukraine. 

Hiere is another option that could more quickly provide .some relief. Ukraine wastes huge 
amounts of energy. It is the second least energy efficient economy based on the consumption of 
fuels per unit of GDP, according to the Enerdata "Global Energy Statistical Yearbook 2013."*' 

A report by the International Energy Agency, "Ukraine 20 1 2," described the nation as one with 
"high energy intensity and poor efficiency.”*^ It found that 

Energy-intensive industries are crippled by ageing capital stock throughout the energy 
supply chain. District heating systems that supply half of the heat used in industry and 
space heating to some 55% of households are in dire need of refurbishment... The 
building stock is poor quality. Attracting investments to modernise assets and improve 
energy elficiency is a key challenge.*' 

Carl Pope, fonner chair of Sierra Club, recently proposed that the U.S. should assist Ukraine 
with the reduction of wasted energy rather than speed the approval of LNG terminals. 

Help Ukraine slash its outlandish w aste of imported gas. Ukraine uses four times as much 
energy for every unit of value produced as Gemiany does. . .Becoming as elTicicnt as 
Poland would effectively cut the cost of gas in Ukraine by two-thirds,*' 
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The "Ukraine 2012” report recommended this approach two years ago, long before the latest 
threat from Russia. 

More emphasis on eflicieney and demand-side measures, where the potential .savings are 
large and could be achieved at relatively low cost - certainly in comparison with building 
new energy production and delivery assets - would help to reduce import dependence, 
mitigate the impact of rising energy prices and develop a service portion of the economy 
that can create Jobs and stimulate growth.’^ 

The U.S. Agency for International Development (USAID) launched the “Municipal Mealing 
Relbrm Project.” (MUR) in 2(K)9, which is designed to accomplish these goals.’" llic preijeet 
“selected 38 cities... for the implementation of project activities and energy efficiency 
demonstration projects.”” There were ciTorts in these cities to conduct 

Municipal energy assessments, development of municipal energy plans, development ol 
legal and technical specifications for metering equipment, implementation of energy 
efTicient technologies, and monitoring results.’* 

By 2013 the project achieved substantial results. For instance, through 2012 "on average, the 
implementation of heal metering and eonlnil systems resulted in 1 8.7 % savings,” according to 
an Alliance to Save Energy draft report.” 

F.ngility, a USAID contractor on the MUR project, noted that it leveraged USAID's investment 
to achieve the following significant energy, financial, and pollution savings, including: 

• 380 million cubic meters of natural gas saved; 

• .$225 million leveraged for energy efficiency pnijeets; 

■ 676.000 tons C02 emissions reduction; 

• Independent Communal Serv ices Regulatory' Authority established; 

• 25 Municipal Energy Plans with appropriate local budget support; 

• 5 Regional Training Centers established; 

• 34 energy efficicncy/improvcd heating demonstration projects; 

• 3,160 people (including 1,760 women) directly trained in Energy Efticiency .subjects; 
and, 

■ 540,000 people directly positively alTectcd by project EE-related activilics."“ 

The MUR project was relatively ine.vpensive. fhe first three years cost a total of$15 million."' 

It received anothcrS13.5 million in September 2013.*’’ This small investment has significant 
benefits. 

Rather than eliminate or truncate reviews of proposed UNO export facilities, the U.S. could help 
Ukraine launch a massive mobili/.ation to retrofit its apartment and government buildings to 
slash energy waste. This could include replacement of inelTicient furnaces and compressors with 
highly cUlcicnt American made models. This would reduce Ukrainian purchu.ses of Russian gas. 
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and create jobs both in Ukraine and the U.S. And like Rep. Rangel’s pipeline repair bill, these 
efibns would cut harmful methane emissions that worsen climate change. 

CONCLUSION 

The huge increa.se in domestic shale gas production provides many benefits to the United States, 
including a home grown, cleaner eheaper fuel for electricity generation, and morc jobs in the oil 
and gas industry. We must also ensure that there arc strict enforceable limits on the emission of 
mctliane and other air and water pollution produced from the production, transmission and 
combustion of natural gas. 

Likewise, the approval of additional LNC! export applications should occur only if they do nut 
cau.se electricity price spikes that would harm families and business budgets, or impair the recent 
manufacturing rcnais.sance. And such exports must help reduce - rather than increase - climate 
pollution. The cheapest, fa-stest. most economically beneficial method to meet energy needs in 
the U.S. or Ukraine is to launch massive energy efllciency programs to capture fugitive methane, 
plug leaky pipes, reduce building energy use, and reduce other sources of w aste. This w ould 
provide much quicker assistance to Ukraine than eliminating public interest reviews of future 
LNG export projects. 
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Chairman NUNES. Thank you, Mr. Weiss. 

Ms. Ladislaw is now recognized for 5 minutes. 

STATEMENT OF SAKAH LADISLAW, DIRECTOR AND SENIOR 

FELLOW, ENERGY AND NATIONAL SECURITY PROGRAM, 

CENTER FOR STRATEGIC AND INTERNATIONAL STUDIES 

Ms. LADISLAW. Thank you. 

Good afternoon, Chairman Nunes, Ranking Member Rangel, and 
Members of the Committee. My name is Sarah Ladislaw. I am the 
director of the energy program at the Center for Strategic and 
International Studies. 

Thank you for the opportunity to testify today on the trade impli- 
cations of U.S. energy policy and the exports of liquefied natural 
gas. It is an honor to appear before the subcommittee and address 
this timely topic. 

I will focus my remarks this afternoon on the geopolitical im- 
pacts of the surge in U.S. natural gas production and the prospects 
for U.S. LNG exports to enhance global energy security. 

The extraordinary pace and scale of U.S. natural gas production 
has managed to surprise even the most seasoned energy observers. 
As recently as the early 2000s, U.S. natural gas production was de- 
clining and the country was projected to grow its reliance on im- 
ports. 

Today U.S. dry gas production is the highest it has ever been and 
the United States is projected to be a net exporter of natural gas 
by the end of the decade, largely thanks to the production of shale 
gas. 

This surge in U.S. natural gas production and the resulting fu- 
ture LNG exports are likely to have profound impacts on the 
United States and for global markets. These impacts could be sum- 
marized in four broad categories: An energy policy reconsideration, 
competitiveness issues, perceptions of leverage, and resource opti- 
mism. 

First, the ultimate impact of the unconventional gas on global 
markets and geopolitics depends not just on the U.S., but, also, on 
other policy decisions other countries make. To date, the production 
of shale gas has been limited mostly to the United States and, to 
a lesser degree, Canada. 

But other countries have significant conventional and shale gas 
potential. Other countries are starting to explore their own shale 
gas resource space and evaluate investment, policy, and other 
logistical options for commercial production and consider what po- 
tential they have for better — what the potential for better supplied 
markets means for their energy strategy. 

How other countries respond will have a significant impact on 
the extent and scope of the geopolitics of energy trade. 

Second, on the domestic front, energy has been a bright spot in 
an otherwise uneven economic recovery. Cheap and abundant nat- 
ural gas has boosted the U.S. economy, making export-oriented in- 
dustries with high energy costs more competitive on the global 
market. 

Unconventional natural gas has also created jobs and contributed 
to changes underway in the electric power markets and other in- 
dustries, as well as helped the United States reduce greenhouse 
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gas emissions, along with lower demand and energy efficiency im- 
provements. 

North America is currently among the most attractive and com- 
petitive places in the world to locate and invest in ener^-intensive 
endeavors. This boost in relative U.S. economic competitiveness is 
not lost on other countries with whom we are carrying out trade 
negotiations, many of whom exist in parts of the world with much 
higher natural gas prices. 

Third, by taking itself out of the LNG import picture, the United 
States has freed up supplies of LNG and even pipeline gas from 
Canada to go elsewhere and traditional U.S. suppliers are increas- 
ingly servicing other markets. 

This is a positive development for global gas consumers because 
the anticipation of extra supplies has given previously captive nat- 
ural gas buyers additional leverage in negotiations for long-term 
supply contracts. This has been particularly true in Europe, but, 
also, evidenced in Asia. 

Fourth, much has been said about the United States’ new energy 
posture and the shift in mindset from one of energy scarcity to one 
of energy abundance. While the new U.S. production is indeed re- 
markable, it does not necessarily translate into an era of global en- 
ergy abundance. 

Perhaps a more appropriate term for the shifting global mindset 
is “resource optimism,” the idea that more resources can be found 
when and if the right technology, price, and market conditions 
occur. 

Resource optimism has a number of important implications. 
From a climate change standpoint, the question now becomes about 
how to reduce emissions in the face of a more promising future for 
oil and gas. 

From an oil and gas producer country standpoint, the global 
landscape in competition for capital looks more difficult. 

From a technological standpoint, there is renewed interest in 
how to cultivate new applications to extend the current production 
surge, make it safer and more sustainable, or build towards the 
next great technological advancement. 

Finally, while the outlook for oil and natural gas production is 
much more optimistic, it still takes a great deal of time, large-scale 
investment, including infrastructure, coordination, and policy cer- 
tainty to deliver resources to market. And as the United States 
learned with the propane shortages of this past winter, even abun- 
dant supplies don’t guarantee the absence of supply disruptions 
and price hikes. 

One final point about energy trade and foreign policy. There has 
been a lot of recent interest about whether or not U.S. LNG exports 
can or will be the source of greater foreign policy leverage or influ- 
ence. It is important to recognize that the impact of unconventional 
gas and the future impact of U.S. LNG exports is diffuse and mar- 
ket driven and not easily controlled from Washington. 

The decision to export gas is ultimately made and carried out by 
companies, though the U.S. Government does play a role in evalu- 
ating and permitting export facilities across a range of factors, and 
has less to do with foreign policy priorities of the government than 
commercial opportunities and relative prices. 
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In general, the question is about whether we use our new re- 
sources — natural gas, but, also, oil — for the purposes of leverage or 
stability. Leveraging energy trade for very specific or near-term for- 
eign policy aims is likely to overestimate what we are able to 
achieve, but pursuing U.S. LNG exports can help foster our broader 
foreign policy goals. 

LNG exports are consistent with longstanding U.S. energy and 
trade policies of promoting freer markets and a diversity of supply, 
which will, in turn, help make energy markets more competitive, 
diverse, and stable. 

Thank you for your time and the opportunity to address the sub- 
committee. I look forward to your questions. 

[The prepared statement of Miss Ladislaw follows:] 
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Good aftemoon Chairman Nunes, Ranking Member Rangel, and members of the Committee. 
Thank you for the opportunity to testily today on the trade implieaiions on liquefied natural gas 
(LNG) exports. It is an honor to appear before the Subcommittee and address this timely topic. I 
would like to focus my remarks this afternoon on the geopolitical impacts of the U.S. entry into 
the global LNG market, and the prospects for U.S. LN(i exports to enhance global energy 
security. For the purpose of brevity I will limit my remarks to the natural gas related impacts 
and not discuss the equally impressive tight oil production phenomenon in the United States. 

The extraordinary pace and .scale of U.S. natural gas production has managed to surpri.se even 
seasoned energy observers. As recently as 2005, U.S. natural gas production was declining. Tlie 
U.S. Energy Information Administration (EIA) then projected that the United States would need 
to import 7.89 trillion cubic feet (tclj of gas in 2020 (or 2f> percent of total consumption in 2020) 
just to keep up with rising demand. In 2005, there were 32 LNG impart applications before the 
Department of Energy. Today, due to the ingenuity of American industry and the right market 
conditions, we arc faced with ample supplies of natural gas. 

EIA projects that shale gas alone will account for about 40 percent of all U.S. gas production this 
year and that share is expected to rise to over 53 percent by 2040.' EIA has been consistently 
revising its production estimates upwards — between last year and tliis year, natural gas 
production estimates have risen 1 1 percent — and currently projects that the U.S. will be a net 
natural gas exporter by 201 8. As a consequence of the newfound re.source abundance, natural gas 
prices in the United States have plummeted from S 1 3 per million British thermal units (Mmbtu) 
in 2008 to around $4.30/Mmbtu today. Similarly the U.S. natural gas reserve numbers and 
technically recoverable resource base keep expanding. Today the U.S. Department of Energy 
has 24 applications for export to non-Free Trade Agreement countries, 7 of which have been 
approved.’ 

Few doubt that unconventional gas resources will continue to shape energy markets in new and 
important ways beyond what has already occurred, but the ultimate scope and pace of change 
remains unclear. It is important to keep in mind that significant uncertainty remains, especially 
about the production potential beyond North America. The rapid onset of this trend in North 
America and the unknown nature of its future elsewhere make assessing the long-term 
geopolitical impacts of this resource a challenging and uncertain ta.sk. 

Still, amidst the uncertainty, we can say with confidence that the unconventional gas boom and 
resulting future LNG e.xports arc likely to have profound impacts for the United States and for 
global markets. Iliese impacts can be summarized in four broad categories: energy policy 
reconsideration, competitiveness issues, perceptions of leverage, and resource optimism. 

First, the ultimate impact of unconventional gas on global markets and geopolitics depends not 
just on the U.S. but also on what policy decisions other countries make. The new technologiail 


* All unconventional gas (tight gas, shale, and coalbed methane) accounts for two-thirds of U.S. gas production this 
year and that share is expected to rise to over 80 percent by 2040, 

^ DOE Office of Fossil Energy LNG Export Application Summary 

hup //energy. gov/sltes/prQd/files/2Q14/03/fl3/Summar/jS2Qof%2QtNG%20£xport%20App[icati ons. p df 
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applications utilized in the shale gas plays in the United States hate the potential to spread 
beyond North America and increase gas supplies globally. A recent world hydrocarbon 
resource study by the EIA and Advanced Resources International estimates global shale gas 
resources at 7.299 tef — an astronomical number, especially compared with estimates just a few 
years ago. The study notes that shale gas resources contribute an impressive 30 percent to overall 
known natural gas resources. Remarkably, the United States places fourth on the list of world 
shale gas resource holders, behind China, Argentina, and Algeria. To date, the production of 
shale gas has been limited mostly to the United States and to a lesser degree Canada. Other 
countries are starting to explore their own resource base, evaluate commercial, policy, and 
logistical options for commercial production, and consider what the potential for better supplied 
gas markets means for their energy strategy. How other countries respond w'ill have a significant 
impact on the extent and scope of the geopolitics of energy trade. 

Second, on the domestic front, energy in general, natural gas in particular, has been a bright spot 
in an otherwise uneven economic recovery. Cheap and abundant natural gas has boosted the U.S. 
economy, making export-oriented industries with high energy costs more competitive on the 
global market. Unconventional natural gas has also created thousands of jobs and contributed to 
the sea change underway in the electric and other industries, as well as helped the United States 
reduce greenhouse gas emissions (along with lower demand and energy efficiency 
improvements). North America is currently among the most attractive and competitive places in 
the world to locale energy-intensive endeavons. This boost in relative U.S. competitiveness is not 
lost on countries with whom we are carrying out trade negotiations, many of whom exist in parts 
of the world with much higher natural gas prices. 

Third, by taking itself out of the LNCi import picture, the United States has freed up supplies of 
LNG to go elsewhere — and traditional U.S. suppliers arc increasingly serv icing other markets. 
ITtc shale gas supplies from the Marccllus alone equal the entire natural gas export capacity of 
Qatar, the world’s .second largest natural gas exporter in 2012. New natural gas production is 
also backing out traditional Canadian pipeline imports to the U.S., which has in turn spurred 
plans fur several LNG export projects from Canada. This surge in production is a positive 
development for global gas consumers because the anticipation of extra supplies has given 
previously captive natural gas buyers additional leverage in negotiations for long-term gas 
supply contracts. This conUacl flexibility may be limited depending on circumstance, domestic 
market structures, and other market forces, but it is already apparent. For example. Russian 
natural gas exporter Gazprom's willingness to lower gas contract prices and loosen the oil-linked 
structure is often linked with the threat of additional LNG supplies to Europe from other 
countries — but this was one factor among many, including other market players* decisions to 
change their contract structure for selling gas into European markets, weak European demand, 
and European efforts to reform their internal energy policy related to gas and electricity markets 
through the EU's third energy reform package. 1 am not trying to diminish the role that the 
availability — or future availability — of U.S. LNG plays in helping shift market dynamics, but it 
is one factor among many. While the potential for U.S. LNCi has helped Europe, the impact on 
Asian markets is less immediately clear. 
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Fourth, much has been siiid about the United Slates new energy posture and the shift in mindset 
from one of energy scarcity to energy abundance. While the new U.S. production is indeed 
remarkable, it does not ncces.sarily translate into an era of global energy abundance. Perhaps, a 
more appropriate term for the shifting global mindset is resource optimism - the idea that more 
resources can be found when and if the right teehnology. priee, and market conditions occur. 
Resource optimism has a number of important implications. From a climate change standpoint 
the que.stion now becomes about lio« to reduce emissions in the face of a more promising future 
for oil and natural gas. From an oil and gas producer country standpoint the global landscape in 
competition for capital looks more difficult. From a technological standpoint there is renewed 
interest in how to cultivate new applications to extend the current production surge, make it .safer 
and more stistainablc. or build towards the next great advancement. Finally, while the outlook 
for oil and natural gas production is much more optimistic, it still takes a great deal of time, 
large-scale investments including infrastructure, coordination, and policy certainty to deliver 
resources to market. And as the United Slates learned with the propane shortages this past 
winter, even abundant supplies don't guarantee absence ofsupply disruptions and price spikes.’ 

One final point about energy, trade, and foreign policy. There has been a lot of recent interest 
about whether U.S. UNO exports can or will be a source of greater foreign policy leverage or 
inlluence. It is important to recognize that the impact of unconventional ga.S' — ^and the future 
impact of U.S. LNG exports— is diffuse and market-driven, and not easily controlled from 
Washington. The decision to export gas is ultimately made and carried out by companies, though 
the U.S. government plays a role in permitting the export facilities, and has less to do with the 
foreign policy priorities ofthc government than commercial opportunities and relative prices. In 
general, the question is about whether we use our new resources — natural gas. but also oil — for 
purposes of leverage or stability. Leveraging energy trade for specific or near-term foreign policy 
aims is likely to overestimate what we are able to achieve. 

Pursuing U.S. LNG exports can help foster our broader foreign policy goals, however. LNG 
exports are consistent with a longstanding U.S. energy and trade policies of promoting tiecr 
markets and a diversity of supply, which in turn will help make energy markets more 
competitive, diverse, and stable. 

Thank you for your time and the opportimity to address the Subcommittee. I look forward to 
your questions. 


’ Infrastructure build-out takes time and seasonaVoperational issues will arise as delivery system continues to 
evolve. 
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Chairman NUNES. Thank you, Ms. Ladislaw. 

At this time I will postpone my questioning and I will yield 5 
minutes to the gentleman from Washington, Mr. Reichert. 

Mr. REICHERT. I appreciate that, Mr. Chairman. Thank you. 

Mr. Klaben, I found your testimony about the role that LNG ex- 
port facilities can play in helping to address domestic infrastruc- 
ture limitations and how this is related to LNG innovation particu- 
larly interesting because, in Washington State, there is a growing 
interest in LNG-powered vessels and there is a great potential for 
growth, we think, in this industry. 

Could you explain, please, in more detail how the lack of lique- 
faction facilities is hindering the ability of the United States to de- 
velop and deploy LNG-powered vehicles and vessels that can be 
used in many different areas. 

And then, secondly, how will growing U.S. exports of LNG help 
to address these domestic infrastructure limitations? 

Mr. KLABEN. Yes. Thank you. Representative Reichert. 

So, first, as to the question of the supply constraints in the 
United States on liquefied natural gas, which is simply natural gas 
taken to its liquid form, we have a lot of natural gas available in 
the United States, but we do not have a lot of liquefied natural gas 
available in the United States. 

There is a lack of infrastructure to take this clean-burning, abun- 
dant domestic resource and use it in a variety of applications do- 
mestically, which can help environmentally, first, because natural 
gas gives off far less pollutants, including C02, than other sources, 
like diesel. 

But, further, just in terms of energy security, tapping into our 
natural gas resources for transportation purposes is very positive. 

So today a lot of people are waiting to see whether the commit- 
ment is there in industry and among investors to make the plays 
to build the infrastructure, and this is slowing down the build-out 
of the necessary infrastructure plants that would liquify natural 
gas for use domestically. 

We see it moving forward in some locations. For example, my 
company is participating today in liquefaction plants in Colorado 
and in Eagle Ford Shale in Texas for domestic applications. 

A lot of this is actually powering drill rigs for shale gas so that 
they are using cleaner-burning domestic natural gas for their fuel 
uses instead of burning diesel, for example. 

But there is — the lack of supply of the LNG is, in fact, slowing 
down the ability to use LNG for transportation, whether it is loco- 
motives or vessels that — oceangoing vessels or water vessels or 
even trucks. High-fuel-consuming vehicles for which the only real 
solution, if they are going to use natural gas, is liquefied natural 
gas. So, yes, there is a limitation. 

And the second part of your question. Representative Reichert, 
was how could export terminals help this domestic need. 

And I think the answer to that is twofold. The export terminals 
really are destined primarily for — export prices for LNG generally 
are higher outside the United States than they are inside the 
United States. 
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We believe that market forces over time are going to lead to — 
if you look at the studies, the international prices are projected to 
come down over time as more production comes on scale. 

But when the infrastructure exists, this is infrastructure on our 
continent, which is plugged right in here to the local gas supply 
that can easily be used to provide local needs as well. In fact, we 
see this in at least one terminal where there is suggestion about 
taking part of the off-take and using it for workboats in the Gulf 
of Mexico. 

But, beyond that, this environment of investment that I talked 
about is really important. Investors are fickle people. This is pri- 
vately funded infrastructure. When they see a commitment to LNG 
going forward, it helps them make more confidence to put in place 
their infrastructure for domestic plays as well. 

And we think there is going to be a positive follow-on effect for 
that, which will give us more of this LNG resource for high-fuel- 
consuming vehicles right here in the United States. 

Mr. REICHERT. I appreciate that. 

Just real quickly, follow up with a more general trade question. 
I think the answer is obvious. Let’s hear it. 

About your company, I noticed in your testimony 44 percent of 
your products manufactured in the United States are exported to 
other countries. 

How important is an aggressive trade liberalization agenda to 
your company and to your plans for expansion in the United 
States? 

Mr. KLABEN. It is highly important. Some of that is LNG prod- 
ucts or equipment for LNG that we are exporting to places like 
China. 

China is one of our biggest markets for buying U.S. LNG equip- 
ment. Because they get it in China. They are using their local re- 
sources to liquefy their natural gas and use it to reduce the pollu- 
tion in their country. 

But we also manufacture a lot of other equipment for other mar- 
kets. For example, we manufacture medical oxygen equipment. And 
if there is a normalization or a reduction in trade barriers going 
into Europe, it is a huge market for our U.S. -manufactured medical 
oxygen equipment. 

So it is highly important to us and other U.S. -based manufactur- 
©rs 

Mr. REICHERT. Thank you, Mr. Chairman. 

Chairman NUNES. Thank you, Mr. Reichert. 

At this time I would like to introduce the ranking member for 
5 minutes. 

Mr. RANGEL. Thank you, Mr. Chairman. 

Is there any member of the panel that believes that the Presi- 
dent’s authority is too rigid as relates to getting licenses to export 
liquid gas? 

Is there any reason to change the existing law as relates to the 
President’s authority to pass on the question as to whether or not 
the export is consistent with our national interest? 

Mr. WEISS. Mr. Rangel, I believe that the law is adequate as is, 
does not need to be changed. What I propose is some different or 
more detailed criteria that applications need to meet in terms of its 
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impact on price, manufacturing jobs, climate change, and is this 
the fastest, cheapest way to secure more natural gas. 

Mr. RANGEL. Well, I agree with you. 

But I am asking the panel or the people who disagree with you 
and believe that there should be changes in the existing law as re- 
lates to the Department of Energy. 

Mr. Klaben. 

Mr. KLABEN. Yes. I would be happy to comment on that. Rep- 
resentative Rangel. 

I think whatever the law is, we need to be cautious about putting 
discretion in the hands of people who may exercise it in ways that 
aren’t taking all the factors into account. 

Mr. RANGEL. I don’t think we are talking about people, Mr. 
Klaben. We are talking about the President of the United States. 

Mr. KLABEN. Thank you. Representative Rangel. 

So I think a system that provides for more assurance that these 
things will be given a fair shot up or down 

Mr. RANGEL. Let me ask you, Mr. Klaben: Have you got any 
evidence at all that the President’s authority has prevented anyone 
from getting a license? 

Mr. KLABEN. I 

Mr. RANGEL. No. 

Mr. KLABEN. I am looking at it. From what I know, I am not 
an expert 

Mr. RANGEL. I am assuming the answer is “no.” If you come up 
with a “yes,” then I want to tell the administration that they mis- 
led me. So we will keep it open. 

But having said that, if I were right and we are trying to work 
our way through it — as Mr. Weiss says, there are up and downs in 
everything. There are trade agreements. This is a pretty good hand 
that has been dealt us. 

But, like any hand, it depends on who you are negotiating with, 
what they need, what they want, what we need. And, of course, we 
have to stay within the restrictions of the WTO. 

But when you are negotiating, you are negotiating. Right? 

So I just want to know — of course you have to be careful when 
you give authority to the executive branch. No one knows that bet- 
ter than the Congress. 

But do you have any reason to believe that that authority has 
been abused or not used in a way that most Americans would want 
it used, and that is that it takes a pretty good reason to deny some- 
one a license to export? 

Mr. KLABEN. As I understand it, this is a $50 application for 
this license and, yet, it is taking months upon months or years to 
move forward. That does seem inconsistent with 

Mr. RANGEL. But you don’t have anything wrong with the reg. 
You have wrong with the implementation, the regulatory issues, 
which a lot of us do. 

But you are not here to change the law. Is that correct? 

Mr. KLABEN. I don’t know enough about the bill that has been 
proposed to be able to comment intelligently on it. I think things 
that would help it move forward more on a streamlined basis would 
be good for everyone. 
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Mr. RANGEL. I agree with you. Always — there is always room 
for improvement. 

So everyone is happy with the President and existing regulatory 
law, and you hope that we make certain that it is in the interest 
of the people, our homeowners, our manufacturers, and our na- 
tional interests. And I agree with that. 

So I yield back the balance of my time. 

Chairman NUNES. I thank the gentleman. 

And I think the point is, Mr. Rangel, that — this is not a hearing 
on a bill, on legislation. But I think the issue is that there are sev- 
eral dozen permits that are taking a long time to get permitted. 
And I think that 

Mr. RANGEL. We can speed that up, as long as we are not legis- 
lating. I will join with you in all that I can do, Mr. Chairman, in 
making certain we expedite these applications. 

Chairman NUNES. Thank you, Mr. Rangel. 

With that, I will recognize Mr. Buchanan for 5 minutes. 

Mr. BUCHANAN. Thank you, Mr. Chairman. 

I just happened to be at a town hall yesterday and it came up 
about natural gas, and you hear different stories. But, you know, 
as our economy limps along at 2 or 3 percent, we are going back- 
wards, in theory. 

We need to find a way to move it 4 or 5 percent, in my mind, 
like we did in the 1990s. I think a lot of that was technology driv- 
en. My sense of it is that natural gas could be that silver bullet 
in terms of an opportunity going forward. 

But I do want to get your thoughts on some of this in terms of 
the bigger picture. So let me start with you, Ms. Ladislaw. 

In terms of looking at it in the bigger picture, how much, in 
terms of reserves, do we have in the country? I hear different num- 
bers. I don’t know there is an exact number, but I hear 100 years. 
Is that a possibility? 

And I guess it probably depends on technology and getting at it, 
environmentally sensitive — getting that from an environmentally 
sensitive standpoint. 

But what is your thought on that issue in terms of the reserves 
we have in the U.S.? And then maybe you can comment on Canada 
as well. 

Ms. LADISLAW. Yes. I am going to try really hard not to get 
wonky on you too fast. 

But, you know, reserves 

Mr. BUCHANAN. Just in general. Because I have got a few 
other questions. I am trying to get the big picture in 5 minutes. 

Ms. LADISLAW. Yes. 

The long story short, in about 5 years, we have discovered we 
have got a heck of a lot of gas. The best price control we have got 
is 

Mr. BUCHANAN. Is that 100 years? Have you heard that? 

Ms. LADISLAW. Yes. If you take sort of — there is reserves, 
which we have got — you know, I think the number is now up to 
sort of 300 tcf or so. If you look at sort of total in-place resources, 
it is about 700. 

When you look at some of the 

Mr. BUCHANAN. 700 what? 
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Ms. LADISLAW. 700 trillion cubic feet. 

Mr. BUCHANAN. Okay. 

Ms. LADISLAW. So when you look at sort of the more sort of 
outward-size numbers about where we could produce, what is in 
the ground, maybe not economic today, but could be in the future, 
the numbers get shocking. They are very, very high. 

Mr. BUCHANAN. So let’s just say there is 100 years, possibly, 
or somewhere in that ball park, maybe more. How big is the mar- 
ket potential in the U.S. and abroad? I mean, I am just trying get 
your sense of it. And if you can distill it down, I would appreciate 
it. 

Ms. LADISLAW. The market potential in the United States is 
very large. It is really only sort of constrained by how much we are 
growing. Right? We are not growing as fast as a lot of other places 
in the world. 

Mr. BUCHANAN. When you look at the U.S. and abroad, how 
big is that market potential? Do you have — I know you don’t prob- 
ably have a number — an absolute number. I am just trying to get 
a sense from your standpoint. 

Ms. LADISLAW. Well, natural gas is one of the fastest growing 
fuels out there. Right? 

So, for example, one of the big questions now is, if you have got 
all of these gas supplies and you have got China growing the way 
that they do, with the dependence on coal that they do have, and 
India and some other places around the world — the question is how 
much of that can be displaced by this natural gas. So 

Mr. BUCHANAN. From a competitive standpoint, in terms of 
other countries, in terms of trade, how many competitors do we 
have that are serious competitors in terms of natural gas? 

Ms. LADISLAW. For consumption. 

Mr. BUCHANAN. Yes. 

Ms. LADISLAW. Probably a handful of regions. 

Mr. BUCHANAN. Ms. Hawley, I just want to — you had a very 
impressive — just kind of the numbers you went through. I haven’t 
heard those numbers. I am from Florida. We have 14 ports in Flor- 
ida. So we would like to get some of that business at some point. 

But let me just — what’s your thoughts on it? I mean, what is 
your understanding how big the reserves are, how big the market 
is? 

You touched on it, and you mainly talked about Texas. But I — 
it is impressive, the number of jobs. But I am just thinking in 
terms of the country, the opportunities there. 

Ms. HAWLEY. Thank you. 

Yes. I agree with your number — ^your outnumber. That is what 
we hear as well. 100 years is a pretty good benchmark. And I think 
that is conservative, from what we are hearing. 

Your question was whom are the consumers of the 

Mr. BUCHANAN. No. I was looking at who are our competitors 
of our companies abroad. I mean, is this something where we have 
got the momentum and we could really be a dominant player in the 
world? 

Ms. HAWLEY. Absolutely. 
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Mr. BUCHANAN. That is what my sense of it is. But I think it 
could he a huge advantage that we could have, you know, in the 
next decade or so. 

Ms. HAWLEY. I think the timing is absolutely critical to this 
play. And I think you hit on an excellent point. Because right now 
we are underway with a number of these LNG facilities. They have 
invested, you know, millions and millions of dollars in getting to 
this point. 

So they are really sitting in the catbird seat to be able to capture 
this export market and, being able to do that, they are already 
ahead of the competing countries that will be developing their own 
LNG. 

That supports the manufacturing here in the United States. It 
also supports the natural gases. The LNG supports the manufac- 
turing among our allies. 

And there is an enormous price advantage right now — a little bit 
of a differential between Asia and Europe — in being able to export 
that. But that is maintained at this point in the market because 
we have this abundant natural gas. 

So to specifically answer your question, yes, this is the moment. 
These are the few years. And the quicker we can expedite going 
through a very thorough permitting process, but making sure that 
we expedite it, we are there. 

Mr. BUCHANAN. I guess my point, I will just say quickly, it just 
seems like the time is now. 

Ms. HAWLEY. It is. 

Mr. BUCHANAN. It is a great opportunity. It is environmentally 
friendlier than, you know, what is available out there today, and 
I think we have got a jump start on it. 

I think it could make the difference in our economy growing. We 
need to get back to 4 and 5 percent. And I think — moving forward 
in a positive energy basis, I think it is a huge opportunity not just 
with our market, but in terms of exports. 

I’m out of time. 

Chairman NUNES. Gentlemen’s time has expired. 

Mr. BUCHANAN. I will yield back. Thanks. 

Chairman NUNES. The gentlelady from Kansas is recognized for 
5 minutes. 

Ms. JENKINS. Thank you, Mr. Chairman. And thank you for 
holding this important hearing. 

And thank you all for being here. 

Ms. Hawley, I understand that the licensing process to build an 
LNG export facility is expensive and time-consuming. The one esti- 
mate I saw said it would cost up to 200- to $300 million to complete 
the FERC permitting process. 

Could you please describe that process and how it ensures that 
environmental impact is carefully evaluated before construction be- 
gins. 

And, finally, are there measures, perhaps, that can be taken to 
make this process more efficient? 

Ms. HAWLEY. Thank you. Great question. 

Yes. The — the permitting process is thorough. Just in — from the 
FERC perspective, over 40 different permits are involved in permit- 
ting one facility. The process takes years. The ones that we have 
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been engaged with from the port’s perspective has — we have been 
involved with this for several years, maybe three. 

And, actually, it is kind of interesting because that LNG facility 
10 years ago was going to be an LNG importer, which is somewhat 
interesting because that is how they hit the ground in the Corpus 
Christi area. And the economy has changed so quickly that now 
they are positioning to be an LNG exporter and well along the way 
with their permitting. 

Many, many agencies take a look at this. The community input 
is phenomenal. We have had hearing after hearing in the commu- 
nity. The stakeholders in the community, the agencies that are 
there, are very, very much engaged. 

The Coast Guard has been enormous partner with use. The 
Corps of Engineers has been involved. Just from the port’s perspec- 
tive, we were working with our pilots in designing the ship channel 
as we extended it to make sure that we had the appropriate turn- 
ing basins to accommodate the LNG ships. 

There are so many pieces that go into making sure that it is safe, 
making sure that it is environmentally sound. I am just giving you 
just a couple of little pieces from our perspective. 

The EPA weighs in on it. All of the Texas agencies weigh in. I 
told you about the Coast Guard. The Department of Transportation 
weighs in. We have so many eyes on it. That is probably the reason 
the process takes so long. 

And one of the questions that had come up during — as I was pre- 
paring to visit with you, was about what would you recommend. 
How would we change this? 

And the FERC process is thorough. It needs to be faster. I don’t 
know if it is because we don’t have enough employees there ad- 
dressing this. Maybe we can — ^you can have parallel paths. 

But the process is so incredibly time-consuming and frustrating 
for those investors who need the stability that, once they make an 
application, it is going to be an up or down. They can move forward 
or it is not going to — we had two or three other facilities that were 
looking at being there. 

So it is a very thorough process, very time-consuming. But any- 
thing that can be done to streamline that process, expedite that 
process, not shortcut that process — you can do things parallel — 
would be a great advantage to not only the industry, but, I think, 
also, to our balance of trade. 

Ms. JENKINS. Okay. That is helpful. 

Did you have something to add? 

Mr. WEISS. Yes. Thank you. 

First, I would note that nearly all, if not all, of the LNG export 
permits have been granted under the current administration. 

Second, the process is not quite as thorough as Ms. Hawley de- 
scribed. Because the Environmental Protection Agency asked 
FERC if they assessed the impact on climate change of reviewing 
and citing these permit applications, and FERC has not done so. 

And that is pretty important, given particularly these facilities 
are going to be going — many in coastal areas. They may be subject 
to sea level rise, storm surge, other things like that. 

And, lastly, the — part of the process that the current legislation, 
as the chairman mentioned at the beginning of the hearing, that 
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passed the Energy and Commerce Committee today would truncate 
the DOE National Interest Review, which, as I understand it, only 
takes about 50 days. It is the EERC part of the process that is very 
lengthy. 

Ms. JENKINS. Ms. Hawley, does that sound correct to you? 

Ms. HAWLEY. We certainly took into consideration, as you 
would imagine, with an $11 billion investment, being in flood 
plains and, you know, those issues, hurricane-proofing these facili- 
ties. So all of that has been weighed — ^you know, considered in the 
siting of this facility and in its construction, from our perspective. 

And the climate change piece, I don’t know about that. 

Ms. JENKINS. Okay. Thank you. 

I yield back. 

Chairman NUNES. Thank you, Ms. Jenkins. 

I will now yield 5 minutes to the gentleman from Massachusetts, 
Mr. Neal. 

Mr. NEAL. Thank you very much, Mr. Chairman. And I want to 
thank you for holding the hearing. It is timely, and I hope we will 
be able to do a few more of these. The economics of energy supply 
are always challenging. 

But let me speak specifically, since Mr. Buchanan gave me the 
opening when he talked about the bigger picture. New England. 
That is part of the bigger picture. 

And part of the bigger picture is what happened to heating bills 
this year in New England. Now, panted, it was a cold winter by 
any standard. Some might argue it is cold in New England year- 
round. But there is another compelling fact, and that is what we 
have gotten through this year. 

So let me suggest that the premise is slightly incorrect. And 
rather than ask the question on whether we should ship this fuel 
overseas, maybe we should first ask ourselves whether or not all 
Americans can partake in cheap natural gas. The phenomenon I 
would hope would be applied to all parts of America’s geography. 

Now, this is really a good news story. The whole energy story is 
transformative, if done correctly, and the opportunity here to really 
embrace what those of us in America have talked about now, since 
the gas lines of the Nixon years, energy independence, so that we 
might not send America’s sons and daughters off to defend oil. 

Instead, what we produce here in America ought to make us not 
only independent in terms of the economics of the situation, but 
more independent in terms of some of the positions we have been 
compelled to take. 

But, in New England, the shale gas boom really has not been felt 
very well. And, in fact, this year, despite all the talk of energy pric- 
ing across the country, people in New England this year actually 
paid more than we have paid in the past. 

Now, I understand oil is an international commodity, it is tough 
to score it in terms of markets, but not to miss the point that do- 
mestic production could alleviate some of this opportunity. 

So, in New England, capacity is a question, and it may only get 
worse as natural gas forces other power sources to go offline. 

What is interesting here is the impact that natural gas is having 
on nuclear development and on coal. And those, as all of us would 
agree, are factors in the marketplace and that opportunity. 
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But it is reasonable to debate — even if we hear compelling eco- 
nomic arguments, it is reasonable to debate this whole notion of 
shipping gas thousands of miles overseas to satisfy frequently geo- 
political questions after we have made the argument about eco- 
nomic independence based upon not needing this remedy and pro- 
viding cheap energy to all members of the American family. 

So I give it to you, as panelists, to give me your 2 seconds on 
it, or 2 minutes. 

Mr. WEISS. Thank you, Mr. Neal. 

There have been three major studies on the impact of increased 
LNG exports, two by the government, one by Dow, which is an op- 
ponent of increased exports. 

All three of them found that, under a level of exports of which 
we are going to exceed with the already-approved facilities, that 
there be anywhere from a 14 percent to 35 percent increase in nat- 
ural gas prices. 

In other words, we will be taking our gas, sending it overseas. 
The natural gas companies will make more money because they 
can get a higher price for it in Europe or even a much higher price 
in Asia while domestic natural gas prices will rise, which means 
electricity and heating prices here will rise, as well as harming 
manufacturing. 

So that is very — something to consider, that all three of these 
major studies, two by the government, one independent, have all 
found the same thing. 

Ms. LADISLAW. You know, I think that we got to keep some 
stuff in perspective. I mean, the United States, for better or worse, 
is going through a supply shock, the good parts and the bad. Right? 

And so the comment I made about sort of propane shortages, 
heating oil and heating — and gas — and natural gas costs in the 
Northeast are part of the story that we are producing gas in places 
where we didn’t think we ever would be and we are needing it in 
places where, you know, we don’t have the infrastructure to get it 
there. 

And so we are an energy-abundant country now not, you know, 
exporting any LNG, and we are experiencing some situations that 
raise us questions about sort of the redundancy and the ability of 
our infrastructure to respond. 

We should cut ourselves some slack. This has happened over, 
like, a 5-year period of time. It is an enormous resource boom, and 
we are going to feel some of the adjustments from that. 

The broader policy question is: What do you do to sort of take 
advantage of the boom? Do you try and sort of keep, you know, re- 
sources here and control prices? We used to have price controls in 
this country. It didn’t go very well. It ends up stymieing supply. 
Right? 

And so the question is how do you perpetuate producers to 
produce more of this resource, but then, also, for us to make the 
right infrastructure decisions and the right domestic, you know, de- 
cisions with nuclear, coal, the rest of it, to sort of meet our needs 
at home. 

And that is a very complicated conversation for us to have. We 
are in a far different position than we were. We are not growing 
as fast. We have a very active debate on where we should be head- 
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ing in terms of carbon emissions. And we have got a major resource 
boom that the entire world is looking at and saying, “Gee, how do 
we replicate?” 

There aren’t necessarily particularly easy answers. And I think 
there is going to be a lot of growth pains sort of between here and 
there. 

I would just caution to say that, you know, these sort of percent- 
age increases in the number of — over the price of natural gas have 
to be taken into context. You know, a 30 percent increase on $3 gas 
is not very expensive gas. Right? We were paying $13 in MMBTU 
not too very long ago. 

So I think the question is, you know: What is sort of the appro- 
priate range of that price? And how do we allow that investment 
to take place? 

That is a much more nuanced discussion. And I think many peo- 
ple in the private sector get their frustration with our process in 
saying, “We can’t pick the prices. We were the ones building the 
import facilities. Remember?” So I think they are worried that we 
will try and over-think it. RPTS KERR DCMN WILTSIE [2:30 
p.m.] 

Chairman NUNES. I think the lady makes great points. The 
time of the gentleman from Massachusetts, however, has, expired, 
but thank you for your comments. 

At this time I want to introduce the gentleman from Louisiana, 
Mr. Boustany, for 5 minutes. 

Mr. BOUSTANY. Thank you, Mr. Chairman. 

I think Ms. Ladislaw went a long way to dispelling some of the 
statements that Mr. Weiss made earlier. And with the two govern- 
ment studies, they are somewhat dated because things are moving 
very quickly in this whole area of the shale gas revolution and 
what is happening with exports. 

My district is in coastal Louisiana, and all of this started there, 
in effect. It is the epicenter of the shale gas revolution from the ex- 
pertise in doing exploration production around the country to the 
Henry Hub, where pricing is done, is in my district, as well as the 
first export facility that is under construction today, having gone 
through the process with plans to export in late 2015 or early 2016. 

We are now on the verge of a major revolution, and this is just 
the very beginning. It is a new era of energy diplomacy, in effect, 
which is monumental, unlike anything we have seen in decades. 

And part of this is going to entail North American energy inte- 
gration with Canada, the United States taking a lead in this, and, 
hopefully, Mexico now with the new reforms coming online, which 
will open up shale in Mexico, as well as offshore opportunities and 
onshore opportunities. 

Ms. LADISLAW. Okay. 

Mr. BOUSTANY. This changes the entire calculation. And, as 
Ms. Ladislaw mentioned, the geopolitical consequences are im- 
mense. 

Ms. LADISLAW. Yeah. 

Mr. BOUSTANY. The economic consequences for our country are 
immense. But, also, at the micro-level — I will just give you some 
basics on this — Lake Charles, Louisiana, which is a city of about 
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80,000 in Southwest Louisiana, to date, $65 billion in new invest- 
ment related to natural gas and growing. 

I just met with somebody last week who was talking about an- 
other couple of billion dollars of potential investment. This means 
jobs. It means greater energy security. And it fits into our values. 

If we move forward on — with exports not only of natural gas, but 
condensates and liquids as well as, potentially, crude, if cir- 
cumstances work out, this is going to — this is a game-changer for 
the United States. And I think it is really important to understand 
both the microeconomics of this and the macroeconomics. 

But there is a lot of interest going on around other countries, 
from Ukraine — I met with Ukrainian delegations a year ago before 
all this broke. They were interested in shale exploration as well as 
the potential for getting exports. 

But this is changing the way people think about energy markets, 
and the impact on pricing has already occurred just because of 
diversi — the potential diversification of supply. 

And so I would like for Ms. Ladislaw to address that question on 
what does she think might happen, this suggestion that there will 
be convergence of pricing, depending on what happens in, you 
know, in Australia and other areas where there may be potential 
shale. 

We have a time-limited opportunity for U.S. companies to take 
advantage of this and create U.S. jobs. Do you have a sense of what 
kind of time we have in this as things evolve, as they are evolving 
rapidly? 

Ms. LADISLAW. Yes. If I can just take a bit of a different tack 
on the question, I mean, I think for right now the question is — I 
mean, we have got sort of different natural gas markets. As the 
gentleman before was mentioning, it is not the same as the oil 
markets. Right? We don’t have the same kind of price convergence. 

It has been a longstanding sort of tentative U.S. policy to try and 
have a global gas market so that we could have that — you know, 
the flexibility and the security that comes with that kind of system. 

There is a lot of argument over whether that is possible in the 
near term, and there is a lot of discussion about how the real ad- 
vantage that sort of U.S. LNG exports have, especially the 
brownfield ones where you have got a facility that was sort of 
ready-made to be an importer — is that there is a significant eco- 
nomic advantage to sort of being part of that market for the here 
and now. 

The question sort of, you know, beyond 2016, 2020 is how — ^you 
know, how competitive will that market be and will we be able to 
compete in that, and I think that there is a lot of questions about 
that. 

And I think the only really true implication of the delay in per- 
mits that we have seen so far, whether you want to change the law 
or not, is that it takes people longer and longer to see what the im- 
pact on market is and to make the decision about whether or not 
they are going to do a new, you know, LNG export project in Aus- 
tralia or East Africa or, you know, other places around the world. 

And so I think the sort of lack of clarity on the U.S. side about, 
you know, how we are going to be playing in this market and, real- 
ly, for people to figure out how much LNG we can actually export. 
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you know, what our markets are going to absorb and what the im- 
pact is, just takes the market a longer time for it to be able to re- 
solve itself. 

So we don’t really know what sort of the price convergence is 
going to be. We assume, you know, the gas markets are fundamen- 
tally different. We have gas-on-gas competition here. They don’t 
necessarily have as much of that in Europe, and they certainly 
don’t have as much of that in Asia. 

We hear from people in Europe and Asia that they would like to 
have greater linkages so that they are able to sort of progress their 
markets, you know, to sort of function a little bit more differently. 

So I think people are looking around the world for signals from 
us about, you know, how we intend to play in these markets and, 
really, to be able to read what the market opportunities are. 

Mr. BOUSTANY. All right. Thank you very much. 

Chairman NUNES. Thank you, Mr. Boustany. 

I will recognize the gentleman from Nebraska now, Mr. Smith, 
for 5 minutes. 

Mr. SMITH. Thank you, Mr. Chairman. 

And thank you to our witnesses here today for sharing your ex- 
pertise and insight. 

Obviously, there is a lot that has been discussed about infra- 
structure and balancing. You know, certainly I hope we can always 
keep the consumer in mind. 

And sometimes it is unsuspecting how much, perhaps, consumers 
can actually benefit from, you know, more velocity in trade and 
various components. 

But, Ms. Ladislaw, I think you have been elaborating a bit on in- 
frastructure, if you would care to have more time to finish your 
previous statements, perhaps. 

Ms. LADISLAW. On sort of domestic energy infrastructure 
or 

Mr. SMITH. Right. Well, domestically and how that can prevent 
disruptions. Obviously, a reserve means very little if there is a dis- 
ruption in delivering that reserve to where it needs to be and how, 
perhaps, a broader view that might involve some export opportuni- 
ties would actually help domestic infrastructure. 

Ms. LADISLAW. Yeah. I think that, you know, one of the big 
questions is we have long looked at sort of U.S. infrastructure for 
moving natural gas and oil around the country as being fairly dedi- 
cated and static. Right? 

And because there is so much change, you know, certainly on the 
oil side you are seeing, you know, oil by rail, another topic I know 
that everyone is talking a great deal about these days, come up 
just to be able to have this kind of flexibility. 

I think that there is a lot of people who are thinking about, you 
know, if there was a lot more natural gas being produced, you 
would have a lot more economic reasons both to work within sort 
of like the transport side, whether it is, you know, seaborne trans- 
port or land-based transport, and then also, for shipping and trans- 
porting overseas, you would have lots more economic reasons to 
have optionality within your infrastructure system. Right? 
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I mean, nobody is going to pay for a pipeline that they don’t nec- 
essarily need and certainly not redundancy, which is certainly 
helpful in a time of disruption. 

But the question for, you know, all of you, as policymakers, and 
those of us who engage in that debate is: What kind of infrastruc- 
ture is necessary to make sure that consumers have supply protec- 
tion? 

And so people are similarly starting to think about — you know, 
with our strategic petroleum reserve or the amount of gas stocks 
we keep on hand, whether that is adequate in today’s market. 

And I think, if you are still questioning, you know, whether or 
not we were going to be trying to produce as much of this in an 
economic way as possible, there is a lot of question about, you 
know, whether the infrastructure is going to come online to do this. 

The administration, to their credit, has launched a massive 3- 
year study, the Quadrennial Energy Review, to look at some of 
these questions of energy infrastructure, and it deals with aging in- 
frastructure, impacts from climate change and these, you know, 
changing market forces, which are quite a big deal. 

So there has been some argument that, you know, the more that 
we produce, the better your ability of being able to have the options 
to move it around the country and do different things with it are. 

I focus it from more of a global standpoint, which is, you know, 
when we were looking out into the future and it was imports as 
far as the eye could see, we argued with everybody around the 
world that they should be exporting and trading — freely trading 
and producing their resources to the best of their economic capa- 
bility, and that was to shore up everybody’s, you know, energy se- 
curity. 

I would hope that, when we are on the flip side of that equation, 
we still mean that. So that is 

Mr. SMITH. Okay. Mr. Weiss and then Mr. Klaben. 

Mr. WEISS. Thank you. 

I just want to quickly add that, in terms of the natural gas deliv- 
ery infrastructure, it is aging. This one service we talked about es- 
timates that we lose as much natural gas every year through leaks 
that would be enough to power the State of Maine for a year 
and 

Mr. SMITH. Mostly from aging infrastructure? 

Mr. WEISS. Yes. Aging pipelines and leaky pipelines. 

Mr. SMITH. What is the safest way to transport this energy? 

Mr. WEISS. I am guessing pipelines. But there was a study by 
CRS when it came to oil, which is, I know, different, found that 
pipelines actually, on a mile basis, leaked more than rail for oil. 
But that was long before the oil-rail boom. 

When it comes to the aging infrastructure, Mr. Rangel’s bill 
would plug those leaks and provide much more natural gas supply 
now than waiting 3 years. 

One last quick point. We are a 

Mr. SMITH. Very briefly. 

Mr. WEISS [continuing]. Natural gas importer right now. 

Mr. SMITH. Okay. Mr. Klaben. 

Mr. WEISS. Thank you. 
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Mr. KLABEN. What I see in my business, as a participant in the 
infrastructure chain, first of all, there is a real benefit to building 
infrastructure in your country because you are building the supply 
chain to build that out further. 

If this infrastructure is being built abroad, those supply chains — 
those manufacturers very often are outside the United States. If 
you see more U.S. manufacturers participating, this means we 
have the capacity to do more because we have the knowledge, we 
know how to solve these problems, we are solving them right here 
in our country. That is what building infrastructure does. 

Second, I believe that the export terminals are going to lead to 
more — you know, it is an optimalization. And this is going to sound 
a little bit like what everybody says, but the market is intelligent. 

If we let the market focus on where the demand is, it is going 
to build out the infrastructure and, I believe, over the long term, 
like Ms. Ladislaw said, it will figure out how to provide the right 
structure to the right people to avoid supply shortages. 

But, again, for my company, as a participant in the infrastruc- 
ture supply chain, I can see the knowledge base increase, the work- 
force increase, the overall ability to build more infrastructure. It is 
enhanced if we are building our own infrastructure right here at 
home. 

Mr. SMITH. Thank you. 

Thank you, Mr. Chairman. 

Chairman NUNES. The gentleman’s time is expired. 

I now recognize the gentleman from Wisconsin for 5 minutes. 

Mr. KIND. Thank you, Mr. Chairman. Thank you for holding 
what I think is a terribly important hearing, review of this incred- 
ibly important issue. 

I think this committee certainly needs to delve into this in a 
much more extensive fashion and Members of Congress, quite 
frankly, to get this policy right. 

Mr. lOaben, I want to personally welcome you here today and 
thank Chart for the commitment you have made to my hometown 
in La Crosse, Wisconsin. It is an incredible facility. 

I have had a chance to visit on a couple of times. Great jobs and 
a great workforce that is supporting the growth and expansion 
there. So anything we can do to help, we are certainly interested. 

Listen, I am one who has always been a proponent of good, fair 
trade policy; so, I have been wrestling with this issue and the do- 
mestic implications. 

Let’s be honest. I mean, the producers of natural gas, the dis- 
tributors, they are looking for a higher price, and I think that is 
why you see a big push for the export of this product. 

But we are coming off one of the worst winters in the Upper Mid- 
west in some time. Propane prices skyrocketed, and we got hit 
right between the teeth, quadrupling of those prices. 

I literally had homes burning in Western Wisconsin because fam- 
ilies were burning charcoal grills in their living room to stay warm 
or natural gas grills to stay warm and fires were being caused be- 
cause of that. And as we in the Upper Midwest delved into this 
issue more, two facts jumped out of me. 

We are producing a heck of a lot of propane in this country, but 
at the same time — we are exporting a heck of a lot of propane in 
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this country at the same time. And we got caught with our shorts 
down over the winter, and it had a devastating impact for families 
and businesses alike. 

And that is why I think it behooves us to do further economic 
studies of the impact of increased LNG sales into the international 
market. I mean, right now we are not pegged to the international 
market price with natural gas, unlike oil. 

What are the implications if we do significantly ramp up export 
production in a world that is growing more thirsty for natural gas 
and access and the geopolitical implications of that? 

Mr. Klaben, let me ask you with the time that I have. There is 
a huge internal fight going on with domestic manufacturers in this 
country over this issue and the competitive advantage that they 
are currently enjoying with significantly less energy costs that they 
are experiencing here and, as a consequence, a lot of the in- 
sourcing that we are seeing coming in. 

Now, you kind of have a foot in both quarters here as far as what 
that means for domestic manufacturers having access to this 
cheaper fuel compared to our foreign competitors, but, also, the in- 
dustry you are directly involved in, the potential for further growth 
if we do export more. I am sure you have been looking at that issue 
very closely. I am wondering if you can render an opinion. 

Mr. KLABEN. Sure. I spent a lot of time thinking about this 
issue to come and testify — prepare for testifying before you today 
because, as a manufacturer, we both participate in the building of 
this infrastructure. And I have given you examples of that. 

But we have a lot of other product lines where we are consuming 
basic materials, we are consuming energy in the United States, and 
we also sell equipment for natural gas vehicles and natural gas 
transportation in the United States, which benefits from lower 
prices for natural gas. 

I can tell you this. It is — reading the studies that are out there, 
it seems, on average, that the overall benefit of additional economic 
activity — and we are talking activity right here in the United 
States — on average, as a whole, is going to be beneficial for the 
whole country over the small increases in price that are predicted 
if we export some of this gas. 

Now, one thing we all need to remember is that production of 
natural gas is not a static thing. Today a lot of producers are shut- 
ting down their wells and just not pulling out of the ground be- 
cause the prices 

Mr. KIND. Right. 

Mr. KLABEN [continuing]. Are so inexpensive in the United 
States. 

So if we do see greater international demand, it is not as if we 
are going to take a finite commodity in the IJnited States and 
share some of that with our partners around the world. Our capac- 
ity increases as price goes up. So it is an iterative kind of equation. 

So the studies I have read and, after spending a lot of time 
thinking about it, preparing, since we do have a leg in both camps, 
both producing the equipment and benefiting in the buildout, but, 
also, producing equipment for domestic consumption of natural gas, 
and we ourselves as the manufacturer and for our employees in our 
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various communities around the country, including up in La 
Crosse, just looking out for our 

Mr. KIND. And I appreciate that very honest response. I have 
seen it with frac sand mining in Western Wisconsin. A lot of them 
are shutting down now because — ^you know, just for the price — the 
market price is gone for them. 

But, obviously, increase in exports will be great for the pro- 
ducers. But what is it going to mean ultimately for the American 
consumer, both residential and business? And I think we are going 
to need to look at that a lot closer. 

One other area I think — and this is where we need to engage 
U.S. TRs. How much of a leverage is this in ongoing negotiations? 

Because the presumption on public interest lies with FTA agree- 
ments that already exist, but not with countries that don’t have 
that with us. 

And this seems to be a tremendously powerful bargaining chip 
that we have with TPP, TTIP, especially, you know, with what 
Russia is doing. 

How much of that are we willing to sacrifice or give away in the 
course of these trade negotiations? So I think it is a whole other 
area we need to look at closely. 

Thank you, Mr. Chairman. 

Chairman NUNES. Thank you, Mr. Kind. 

Gentleman from Pennsylvania is recognized for 5 minutes. 

Mr. KELLY. Thank you, Mr. Chairman. 

Ms. Ladislaw, I am really interested because what Mr. Kind just 
talked about, what is going on in the world right now today, this 
is the first time, I think, we really addressed Russia as the — not 
so much as the 800-pound gorilla in the room, but maybe the 800- 
pound bear in the world. 

Let me ask you — because I do believe geopolitically and the 
geostrategic purpose of this — we have an asset that really gives us 
great leverage in the world. 

I have had the opportunity to travel to that part of the world 
and, when you talk to people and say about sanctions, “We don’t 
want you to buy certain products from these people” and — they say, 
“That is fine. Can you replace what you are asking us not to buy?” 
Because a sanction only works if you can really work it to your ad- 
vantage and say, “Fine. We can supply it.” 

And I was looking at the chart. The ability that we have to de- 
liver LNG at a price that is still profitable for us and undercuts 
what Russia is doing — they have a stranglehold on Europe right 
now, and you see what they are doing. Just your thoughts on that. 

Because I noticed in your testimony you talked about whether we 
use that as a leverage or not. I think we would be fools not to. I 
just look at an opportunity right now for the States — the United 
States — which I think is the greatest emerging economy in the 
world and maybe the world has ever seen because of the assets 
that we have and the ability to get things done. 

But just — if you would, just a little bit on our — our position and 
how we could use that to influence our geopolitical position in the 
world. I just think, if America is truly going to lead again, it is 
going to have to lead by using the resources it has to the best of 
its ability. It seems to me it is a win-win for everybody out there. 
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Ms. LADISLAW. And I think it is a very timely question. We 
have been dealing a lot with this lately. 

I think that the troubling thing on the Russia side, in par- 
ticular — there is a lot of — I mean, the — there is a lot of reasons 
why using energy export as sort of an acute tool in the way that 
it is being suggested — and it is, quite frankly, very natural from 
the messaging that everybody is hearing about how much natural 
gas we have — is maybe not the most appropriate thing to do in sort 
of our relationship vis-a-vis Russia. 

I, in fact, think that — if you will notice, Russia hasn’t cut off gas 
supplies to anybody yet. And, very interestingly, I think that that 
is part of this longstanding narrative we have had with Russia 
about not doing that. 

In 2006, 2009, when they did that to Ukraine, when they over- 
priced negotiations and put Europe in a very difficult position, we 
repeatedly told them that that is not how we think energy should 
be used within the international system. Right? 

So, for example, my point is a little bit more nuanced than that, 
which is I think we should be exporting natural gas because it is 
within the current agreement of our trade obligations, quite frank- 
ly. I think the people are giving us a pass because we have basi- 
cally taken some time to absorb what the heck is going on in our 
domestic market, and that is fine. 

But our longstanding trade and energy interest — which I actually 
think not only helps us in this Russia situation in particular, but, 
also, in future situations in the Middle East, in situations that we 
may encounter in the future with China — is to say, “No. We don’t 
use energy-directed trade as a foreign policy tool.” We would be 
tempted to do so now. We may come up short. Right? 

I do think, though, it has given us one very, very important 
upper leg that people don’t talk about within the current situation 
with Russia in the fact that we are not talking about our imports 
from Russia. Early 2000s we were projected to be a new market for 
LNG exports for Russia. We are not that now. We are not even 
talking about that. 

Mr. KELLY. But if you are Russia right now, they have so few 
things that they can actually sell to the world and that they can 
have any leverage with. 

The one thing you have to do, you have to be able to run your 
factories. You have to be able to heat and light your homes. You 
have to be able to do all those things. 

When you take that source away or when you jeopardize that 
source, you are at the table with an altogether different opponent. 

See, I don’t have any qualms about what Russia is trying to do. 
They will try — this guy will try to bully his way through the whole 
world. 

Ms. LADISLAW. Uh-huh. 

Mr. KELLY. And if we don’t learn anything from history, we 
ought to learn that bullies just don’t go away because we say it is 
the 21st Century and that is not really the way we like to play. 
This is a different playground. 

Ms. LADISLAW. Uh-huh. 

Mr. KELLY. This is where the bully dominates the playground 
and you have to — got to — send somebody else there that is a little 
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bit bigger, a little bit stronger, that is not afraid to punch them in 
the face and get them off the playground. 

I just worry about this because I think we should use it as lever- 
age. I think it is a card we can play. I think it builds a relationship 
with the rest of the world. The rest of the world looks to us for who 
we really are, and that is a leader 

Ms. LADISLAW. Uh-huh. 

Mr. KELLY [continuing]. In the world and not somebody who 
thinks that somehow through negotiations or sitting down and 
playing nice we are going to win that. You are not going to win 
that battle with these folks. In fact, they interpret kindness as 
weakness. 

Ms. LADISLAW. Yeah. If I might, just to build on that, I do 
think that your point about sanctions is sort of a different point. 
Right? 

I mean, the idea that Europe, in particular, that would feel eco- 
nomic harm from those kinds of sanctions, is willing to take that 
step to stand up to the Russians is, in fact, a whole different 
ballgame. Right? 

Whether we can compensate them through near-term natural gas 
supplies is sort of a logistical point that I am not sure is one that 
we need to 

Mr. KELLY. Well, I will tell you what. I will feel more strong 
with that position when I see Germany, who the rest of Europe 
looks to, to lead the way on that. 

Because as long as they are where they are right now, I don’t 
think our other friends out there really believe that we are as 
strong as we need to be or can be. So I kind of — I wonder about 
that. 

The other thing comes down to pricing. Coming from the private 
sector, I have got to tell you, all my life I have listened to this. If 
it costs you more to get it out of the ground than what you can sell 
it for, probably not a good idea to keep trying to get it out of the 
ground. 

So I like to see markets rise to wherever they can. I really do 
believe that is what works. That is what has always worked before. 
I haven’t seen anything come forward yet that would change my 
mind, but I have got too many — too many experiences with people 
that work with fossils, and I have seen what we have been able to 
do with them. 

We can put them out of business just by regulating them and 
putting in a position — when it comes to permitting, Mr. Weiss, I 
got to disagree with you. 

I have friends that actually tried to get permits. The 60 days is 
something that maybe is a nice thing to talk about. That is just not 
reality. And that may come from a study that is in a drawer some- 
where that is kind of dusty. 

But I got to tell you, when you talk to people that make a living 
that way, when you talk about — to people that need to have that 
certainty going forward and all of a sudden you are still waiting 
for a permit up to 2 years, now, I don’t think that is working in 
the best interest of those folks or the United States. 

Mr. Chairman, thank you for allowing me to sit in. 

Chairman NUNES. Absolutely. Thank you, Mr. Kelly. 
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The gentleman Mr. Larson from Connecticut, recognized for 5 
minutes. 

Mr. LARSON. Thank you, Mr. Chairman. 

And let me add to the chorus of those who have already said 
thank you for this very important hearing. It’s — thank you and Mr. 
Rangel. 

I want to also thank Mr. Rangel. I had asked — and I will ask 
that we submit testimony by way of an article from T. Boone Pick- 
ens in Forbes magazine entitled, “Oil and Natural Gas as Weapons 
of War.” 

[The information follows: The Honorable John Larson] 
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Forbes 

ByT. Boone PickeOvS, Contribulor 
3/10/2014 

Oil and Natural Gas as Weapon of War 

With Russia's invasion of Crimea, the threat is greater than Vladimir Putin s ambitions, the real 
danger to the world is that oil and natural gas are once again being used as a weapon of war. 

This isn't the first time. When Russia cut off natural gas supplies in 2009 to Ukraine and .six other 
countries in the middle of winter, millions were left in the cold until they paid Ru.ssm’s ransom in the 
form of higher prices. It was a stark example how vulnerable Europe had become to Russia’s control 
over enertiy resources. 1 said at the time it should be a Vi-ake^up call to an America confronting its 
own foreign oil dependence issue and the national sccurit>’ and economic threats that come with it. 

We rely on oil suppliers around the world for half of the oil we use. Our OPEC oil dependence is 
particularly troubling. We’re caught in OPEC’s web that has entangled us in wars and Middle East 
politics and costing thousands of American lives and trillions of tax dollars. 

1 launched the Pickens Plan to help America gel free from dangerous oil and make sure energy could 
never again be used as a weapon against us. I’ve urged America to use our vast domestic resources to 
create a real alternative to OPEC oil. and natural gas is the only resource to do that. But now it seems 
like everyone with a microphone is calling on the United States to begin exporting natural gas to 
Europe to undercut Russia's power over the region. 

I have nothing agaiast exporting American natural gas - thunks to hydro-frac4uring and horizontal 
drilling we've got more of it than anyone else in the world - but it’s foolish to think we can just turn 
on the tap and expect Russia to melt like the Wicked Witch. Realistically, it will be early 2016 at best 
before any of the permitted liquefied natural gas export facilities come on line. Rome wasn’t built in a 
day, and Russia's e.xpansion plans can’t he thwarted with our energy overniglit. 

Rus.sia is the world’s second-largest .supplier of oil and has tremendous power over the market. While 
America's oil and nainral gas industry has achieved stunning increases in domestic production, this 
has done nothing to alleviate our viilnerabiliw to foreign oil. Russia's intrusion into Ukraine last 
week caused our prices to spike S3 in a single day. This dangerous dependence makes us just as 
vulnerable to slate-spoasored energy-terrorism as Ukraine, which is why we can’t liberate Europe 
from its dependence until we've freed ourselves first. 

The fact is, the only way American can reclaim control of its foreign policy is to take advantage of our 
own resources. The best way to make a big difference quickly is to transition heav)'-duty trucks from 
diesel to natural gas. That is beginning to happen. More and more trucking, delivery, and refuse and 
recycling companies are switching to natural gas - compressed or liquid. All up and down our 
Interstate highway sj'stcm LNG and CNG fueling islands are .sprouting up. If s a great start, but wc 
need to do more. 

Wc .should step back, look at all our resources and build a real plan to make the highest and best use 
of them right here at home. Reducing our dependence on dangerous oil will do more than just make 
America safer and stronger, it will lower demand and hit Russia where it really hurts: In the value of 
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its oil and exports. Long'term strategic thinking and energy planning can be ii.*ied to cripple 
foreign governments. President Reagan proved that in 1982 when he worked \vitlj Saudi Arabia and 
encouraged them to overproduce oil, ulUmalely collapsing oil prices.. .and Russia. It's unlikely we 
have that same card to play with the Saudi's today, and it would bust our domestic industry anyway. 
But we do have other cards to play, and natural gas as a fuel substitute for OPEC oil is the trump 
card. 


Putin's invasion of Crimea shouldn't be fodder for the cable chat shows, it should be a ralljing cr>' for 
American energ>' poIic>'. It should remind us that we are blessed with enormous natural gift and we 
should ha\’e a plan to proper!)^ use those resources to be sure foreign oil can never again be used as a 
weapon of war. 
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Mr. LARSON. And I have become a big fan of T. Boone and part 
of the Pickens army that believes that natural gas — and he has 
been saying this for more than 7 years now — is — holds the future 
for this country and it is abundant, American, and it is ours. 

But it seems to me, in light of what is happening in the Cri- 
mea — and his article addresses this — is that we are putting the 
cart before the horse and that the focus needs to be on making sure 
that we are doing everything that we can here in America first. We 
should help America first. 

You heard from my colleagues from Wisconsin and Massachu- 
setts about the severity of the winter, but Boone Pickens would go 
right down the line and talk about, for every diesel that we change 
and we got to — and we convert and incentivize through this Tax 
Code to be driven by natural gas, it is the equivalent of taking 
more than 300 cars off of the road. 

That helps us in terms of carbon production. It also helps us in 
terms of sending a strong message to the rest of the world. 

An LNG facility, at best, you are talking about 2 years down the 
road, and even the current ones that are in process. In order for 
us to have an impact on the situation in the Crimea or foreign pol- 
icy, however plausible that might be and laudable as a long-term 
goal, the short-term goal is to get the policy right here at home. 

We haven’t done that through successive administrations. It was 
George W. Bush who said that we had this crisis and that we were 
going to tackle it. 

We have bills currently before us that deal — and the President 
has in his proposal to address natural gas, to incentivize the build- 
ing of these heavy-duty trucks, to incentivize the pipeline experi- 
ence. 

We live in an area of the world where the Algonquin line needs 
to be expanded and made more efficient so that New England can 
get the resources that it needs. 

However, that requires an investment in infrastructure, but we 
are in a Congress where no one believes in infrastructure invest- 
ment where it costs money. Well, all of this, by the way, costs 
money. 

Now, Mr. Pickens says, “I will tell you what. You incentivize peo- 
ple to build the trucks. You incentivize the municipalities to be 
able to purchase them. And then you are right, Mr. Kelly. The pri- 
vate sector will help expand and build those pipelines. And the gov- 
ernment should make sure that they are safe and secure and do 
it in the best possible way.” 

But I am interested in what you would think of Mr. Pickens’ 
analysis of all of this. And I will start with Mr. Weiss. 

Mr. WEISS. From my view — I have not seen Mr. Pickens’ anal- 
ysis. 

But, from my view, as Mr. Kelly said, if you would like to punch 
Russia in the nose, the fastest, cheapest way to do that would be 
to help Ukraine, which is the second-most energy-wasteful country 
in the world only after Uzbekistan, help them become much more 
efficient. 

We have already got a program there that has worked. Let’s just 
invest more in it. The less gas they have to buy from Russia, the 
less leverage Russia has over them. 
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And you can wait for 3 years for an LNG terminal to be ready, 
and then you are going to have to force the company not to sell 
their gas to South Korea or India, which is where the contracts are 
for now, or we can go into Ukraine right now and help them make 
their buildings more efficient, make their factories more efficient, 
make their pipes more efficient, saving them money, creating jobs 
there, creating jobs here because they are going to use American 
equipment here like made by Honeywell and other American com- 
panies, and that is how you punch Russia in the nose, is reduce 
the demand for Russian gas rather than to wait 3 years to try and 
increase a competitor’s supply. 

Mr. LARSON. Yes, ma’am. 

Ms. Hawley. 

Ms. HAWLEY. Thank you. 

I want to address your concerns about taking care of home. And 
this, again, is from a local perspective. But I think one of the 
speakers or one of your panel said that this has happened in 5 
years, it is a revolution. And it is. And it has happened so quickly 
that all of us are scrambling to put the infrastructure in place to 
accommodate it. 

And let me just give you an example just with our port. We are 
converting major ship docks to barge — oceangoing barge docks. We 
are doing everything we can to lobby to deepen the Intracoastal be- 
cause that is how we get natural gas and oil to the East Coast. 

You are huge market. The East Coast is an enormous market for 
us, but we don’t have the infrastructure in place. So we have refor- 
matted our entire ship channel to be able to accommodate getting 
that product to the places where it needs to go. 

Our pipelines have been reversed. They were going one way. Now 
they are going another way. Again, all of that infrastructure piece 
is critical to being able to — it is a logistics problem, being able to 
get that stuff to where 

Mr. LARSON. We are all for infrastructure, you know. 

Ms. HAWLEY. Absolutely. 

Mr. LARSON. And to make that investment and to — because 
that puts the country back to work. 

Ms. HAWLEY. But identifying where those pieces have to be put 
in place, that is the key to being able to distribute the natural gas 
or the product to where it needs to go. 

Thanks. 

Mr. LARSON. Agreed. 

Thank you, Mr. Chairman. 

Chairman NUNES. Thank you, Mr. Larson. 

Ms. Hawley, I know that you didn’t get a chance earlier to re- 
spond to Mr. Smith’s question. Would you like a minute to do that? 

Ms. HAWLEY. I know I had a great answer, but I forgot the 
great question. 

Do you remember what you asked me? 

Chairman NUNES. The question was for the entire panel, if I re- 
member right, and you were in line to 

Mr. SMITH. Well, it was a discussion about domestic infrastruc- 
ture, perhaps safest delivery. 

Ms. HAWLEY. Right. 
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And I think, you know, pipeline was one of the pieces. We are 
doing a lot with rail and we are doing a lot with — obviously, with 
ship and barge. 

So, you know, we are just scrambling to get enough pieces in 
place to be able to get it out — get the product out to the market. 
You know, it is an enormous opportunity. 

But, again, converting that to LNG helps. It is just another 
mechanism for us — another delivery system, if you will, for us to 
be able to get product to market. 

And I don’t know if you asked this question, but I think it is im- 
portant that we look at it again. 

It is a market-driven system, and all of our local producers — 
what were our drillers, the people that are out there in the field — 
I think maybe you said it, Mr. Chairman. 

They have really slowed down their production of natural gas in 
response to the market at this point in time. So we are, again, 
missing that opportunity because we don’t have the LNG pieces 
and the distribution mechanisms in place. 

Mr. SMITH. Well, I would add that there is concern out in the 
Heartland that oil is displacing grain via rail and causing some 
concerns there. 

And so I would hope, on the infrastructure piece — and we know 
that grain is processed into energy as well. But we need some flexi- 
bility out there to answer the needs — not just the market — well, we 
know the market is consumers, and we need to keep consumers in 
mind. 

Thank you. 

Ms. HAWLEY. Well, may I just add one more thing? 

I just spent last week with the folks up at BNSF — Burlington 
Northern Santa Fe — again addressing that very issue, how oil has 
surpassed — really supplanted their use, their hauling of grain, a 
huge problem, a huge problem, for folks in our area as well. So, 
again, another dynamic. 

Thank you. 

Mr. SMITH. Thank you. 

Chairman NUNES. Thank you, Mr. Smith. 

Ms. Ladislaw, have you ever seen a country that experiences eco- 
nomic growth and has a decrease in the consumption of energy? Do 
you know of any examples of that? 

Ms. LADISLAW. A country experiences economic growth 

Chairman NUNES. In order to have economic growth 

Ms. LADISLAW. Uh-huh. 

Chairman NUNES [continuing]. Do you have an increase or a de- 
crease in the consumption of energy? 

Ms. LADISLAW. Well, it depends over what period of time. You 
tend to have an increase. 

Chairman NUNES. An increase. 

Ms. LADISLAW. Yeah. But over time, you know, we are still in- 
creasing and the rate at which we consume energy goes down. So 
you become more energy efficient. But that is at the latter half of 
the development stage. 

Chairman NUNES. Uh-huh. 

Mr. Klaben, can you answer that? I know it may not be your 
area of the expertise, but 
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Mr. KLABEN. I think the — Ms. Ladislaw is right, that as econo- 
mies develop, they tend to consume energy, but as they mature, 
they get better at that. 

And some of the things that, you know, Mr. Weiss speaks 
about — better investments, and new technologies, and efficiency — 
can result in more output, even though you are better at what you 
are doing. 

Natural gas is a great example of that. We are moving from fuels 
that put out more carbon emissions to an abundant fuel, if we let 
the market kind of follow its own course, that emits much less car- 
bon. 

So, you know, in the U.S., I think we have gotten better in effi- 
ciency over time, and even recently we have reduced our carbon 
footprint back to early 1990s level, in part, through natural gas. 

So I think, if you let the market pursue its own natural course, 
you can get economic expansion and marginal efficiencies as that 
expansion goes forward. 

Chairman NUNES. Ms. Hawley. 

Ms. HAWLEY. I would concur with both of them. 

I think we are seeing that. I think we are seeing a lot more effi- 
ciency, but we are seeing greater production. So it has to do with 
the volume as well. 

And as we increase our manufacturing facilities here, obviously, 
our carbon — not our carbon — our energy use is going to increase as 
our population increases or as our markets increase. 

But, generally, I think we are getting more efficient. I think we 
are reducing our carbon footprint, and I think natural gas is a key 
piece to that. 

Chairman NUNES. Mr. Weiss. 

Mr. WEISS. Well, first, I think you can take, for example, Cali- 
fornia, which is like the 8th or 9th largest economy in the world. 
And they went on a crash diet to become more economically effi- 
cient — sorry — energy efficient over the last 30 years, and they 
have, and they use less energy per dollar than many other places, 
and, yet, the economy there has grown. 

Another good example is fuel economy standards. It is projected 
that our fuel — our fuel use — our oil use is going to remain pretty 
flat over the next 10 years, at least, go up a little bit, even though 
our economy is projected to grow and we are going to have more 
people and more cars on the road. 

So there is another example of economic growth occurring as we 
use our energy much more efficiently. 

Chairman NUNES. Well, I would just add to that, Mr. Weiss, 
that I am from California, and there are actually two different 
Californias, the one where I come from and the one that does not 
experience economic growth. 

In fact, we have had almost no growth and about 15 percent un- 
employment. And then I think what you are referring to is on the 
coast, where they have had a lot of energy savings, but it is also 
one of the most pleasant places on the planet in terms of a very 
mild climate. 

So where you don’t have to run your air conditioner and you 
don’t need a lot of heating, it is fairly easy to increase your capac- 
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ity to consume energy. But inland, where you have high tempera- 
tures and low temperatures, it is not real beneficial. 

Mr. WEISS. Well, as you know, they did market reforms about 
30 years ago that are statewide, so — to help electricity rates be de- 
coupled from profits so that utilities had an incentive to provide 
electricity more efficiently rather than have their profits linked to 
selling more electricity. And that has benefited everyone, I am 
guessing. I don’t have any data right with me, though. 

Chairman NUNES. Well, I want to thank the Ranking Member, 
I want to thank all the panelists today and all the members for 
their participation in today’s hearing. And without any further 
comment, we will adjourn. 

[Whereupon, at 3:05 p.m., the Subcommittee was adjourned.] 

[Submission for the record follows:] 
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April 9, 2014 

RE: Hearing on tbe Trade fmpilcatiun.s of U^. Energy Policy and the Export of Liquefied 

Natural Cias (LNG) and Pending Bills to Expedite U.S. LNG Exports 


Dear Congressman Nunes and House Members. 

1 am licensed to practice IaN\ in California and recently served as a Visiting Assistant L<a\v Professor at the 
University of Houston Law Center where 1 taught a course on (he legal, policy and environmentai aspects 
ofglobal shale gas development and the role of liquefied natural gas (LNG) in global gas markets. 

I have a LL.M. from Georgetown Law tn International Trade and also teach a seminar on the WTO as an 
adjunct law professor at titc University of San Francisco School of Law and am familiar with the 
international trade and WTO issues raised in (he conte.xt ofU.S. LNG exports. Prior to teaching. 1 was a 
commercial litigator ui San Francisco and remain a member (inactive status) of the California Bar. 

I am also the author of Ute most recent book on LNG entitled ENERGY FOR filE 21'^ CliNTliRY: 
OPPORTINITIES AND CHALLENGES FOR LtOHEFIED NAIDRAI, GAS (LNG). which discusses the 
globalization of gas markets and the prospects for U.S. LNG exports in detail.* 

1 have previously expressed some of my views on U.S. LNG exports in a brief submitted to the U.S. 
Department of fneigv (DOE), 0(Tice of Fossil Energy, in response to the NERA LNG Study.' In that 
brief. I analyzed the various arguments that had been raised by all parlies and made the following 
recommendations which I believed would allow DOE to luifill its mandate (o protect the ^public’s 
interest" v\hilc proces.sing additional LNG export applications in a reasonable and prompt manner: 

1 . Immediately rc-.start tlic approval process by approving a limited number of export applications in 
an amount not likely to have a significant impact on the domestic price of natural gas or the 
"public** interest/' 

2. Immediately develop a loir and transparent process and procedure that details how the DOE/FE 
will fulfill its staled obligation to "monitor the cumulative impacts" of approving additional 
export applications. 

3. Consider phasing in the approval of projects over a certain period of time so as to minimize the 
potential impacts on price and/or as more iitformation becomes known about natural gas supply, 
demand and potential cnviromncntal impiicts of hydraulic fracturing and siule gas development. 


i now submit the following comments in response to the House Ways and Means Trade Subcommittee 


' Susan L. Sakmar, Energy K>R IIIL 21'* CENTI^RY; OlTORlirNirnLS ASDClIAUKNOnS IOR LlOtJF.FlED NArURAl 
Gas (LNG) (2013). Ldward Elgar (Pub.).htlp7/www.amazon.com/Energy-21sl-Cenmry-Gpponunilies- 
Environmcmal/d£/!84'>8042|4/rertsr_IJ?i^UXF8&qidrl3i70339J8^^8- 
I &kcv words-su.saii * ^kniar 

' U.S. Dept. orF.nergy.omccori-nwil l-ncigy, UNO r XPORT STUDY - Rt.LATr.D DOCUMKNTS, 
hllp://encrgy.giiv.Me/down(uaiU/1ng>cxpufi-.study-rclalcd-documcnis. 
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heariny on ihc Trade Implications of U.S. Energy Policy and the Export of Liquctlcd natural Ga.s (LNG). 
These comments are also applicable to a growing number of bills pending in the House including in 
particular H.R. 6, the Domestic Prosperity and Global freedom Act, which is scheduled for markup in the 
Subcommittee on Energy and Power on April 8-9, 2014.* 

For the reasons detailed below, I urge Congress nut to take action on any of the pending bills. The DOE 
has already approved half of America's natural gas production for expon so there is no compelling reason 
to expedite even more exports. Moreover, the pending bills would improperly waive the "public inleresr 
determination the DOE is currently applying on a ca,se-by-case basis to export applications, thereby 
defeating the key purpose of the Natural Ga.s Act which is to protect consumers. Lastly, none of the 
pending bills would serve the stated goal of .sending U.S. natural gas to allies such as Ukraine, but would 
instead help the highest bidder for America's gas. which would likely include countries such as China and 
other Asian nations that pay higher prices for gas. 


I. There Is No Need to Expedite LNG Exports Since the DOE Mas Already Approved Over 
Half of Current U.S. Gas Production for Export 

A. Free Trade Agrccmcfil (FTA) v. Non-FTA Countries 

At the ouLset, it is important to note that under existing U.S. law. export applications to export to most 
free trade agreement (FTA) countries are deemed to be in the public interest and such applications are 
quickly authorized by the Department of Energy. Office of Fossil Energy (DOE/FE).'* 

Most, though not alL countries that have an FTA with (he U.S. require national treatment for trade in 
natural gas, including Australia. Bahrain. Canada. Chile, Colombia. Dominican Republic, El Salvador. 
Guatemala, Honduras. Jordan. Mexico. Morocco. Nicaragua. Oman. Peru. Republic of Korea. Singapore 
and Panama.^ 

With the exception of the Republic of Korea, Chile, and Singapore, which is trying to establish an LNG 
trading hub, most of the FTA counlncs are not likely to be significant importers of LNG so the real prize 
for a company is die autl\orization to export LNG to any country, which the DOE refers to as "non-FTA” 
countries. Applications for export authorization to non-FTA countries involve ga*ater scrutiny and under 
Section 3(0) of Ihc Natural Gas Act (NGA). 15 U.S.C. § 71 7b. IX)E perfonns a thorough public interest 
analysis before acting and is authorized to attach terms or conditions to orders that are necessary or 
appropriate to protect the public interest. 

K. The DOE Has Already Approved A Significant Amount of Exports After Making A 
''Public Interest*' Determination 

Subsequent to the release of the NERA LNG Study, the DOE resumed its approval of LNG export 
applications to non-FTA countries (the applications for FTA approval had not been delayed by the NERA 
study). Cunsistenl with the public inieresl requirement, the DOE continued to process the pending non- 
FTA application on a case-by-case basis, following the order of precedence previously established. While 


* House Energy &. Commerce Commiuee, markup on H.R. 6.. the Domestic Priwpcriiy and (llohal Freedom Act, 
hMp;A‘cnergycoinmcfi:c,liousc.gov'markup/mjrkup-mTUce-siibc(Mmniucc-volc-liig*ex|>uils-hill-ncx!*w«ck. 

^ 15 U.S.C. §7nb (2006). 

* For e.xample. Costa Rica and Israel do not require national Irealmeni for trade in natural gas. U.S. Dep’l of Energy. 
How to Obtain Aiilhortzation to Import antl'or Export Natural Ca^ amt LNG (Sept. 26. 2012). 
hup:/ 'VS wu.tossil. energy ■eON/piograms/gtist'cgulutioivMQu_lo_Obiaiii_Authori/iiiionjo_lnipon nn.hiinl. 
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(he DOE'S casc*by>caso process has resulted in slower approvals than the industry would like.'* (he DOK 
has in fact already approved over half of current IJ.S. natural gas production for export! 

As of March 24. 2014, the DOE has approved long-term applications to export over 37 Bcl7d of natural 
gas to FTA countries. To put this in perspective, 37 Bef'd is 290 million metric tonnes per annum 
(MTPA) of LNG (using the DoE*s conversion factor of 1 Bef/d * 7.82 mtpa). Tliis is around 50 MTPA 
more than was produced worldwide in 2012. Perhaps most signHicant is the fact (hat 37 Bcl7d 
represents over half of current U.S. production of natural gas of approximately 70 Bef/d. 

In terms of non-FTA approvals, the DOE crossed the psychologically significant 6 Bef/d threshold when 
it approved Dominion's Cove Point Project, thereby cumulatively authorizing non-FTA exports totaling 
6.4 Bef/d. The 6 Bef/d of non-FTA approvals was significant because most of the economic studies 
analyzing the impact of export.s on the domestic price of natural gas have used a 6 Bef/d minimum unci 12 
Bef/d maximum.^ In addition to Dominion (.77 Bef/d), the non-FTA approvals arc Chcnicrc'.s Sabine 
Pass (2.2 Bef/d), Frceport’.s Hrst application (1.4 Bef/d), Lake Charles Exports (2.0 Bef'd), Freeport's 
second application. (0.4 Bef/d), Cameron ( 1.7 Bef/d) and most recently. Jordan Cove (0.8 Bct7d).‘ 

The amount currently approved for non-FTA export totals 9.27 Bef d or approximately 72 MTPA. which 
is a massive amount of LNG.^ To put (his in perspective, the world's largest LNG exporter ts Qatar, with 
current export capacity of 77 MTPA. Australia has numeroiLs LNG expirri prvrjecls under consiruclion 
and is expected to meet or c.xcecd Qatar's LNG export capacity b> the end of the decade. Even if just a 
fraction of the proposed U.S. LNG export capacity came to fruition, the U.S. will rival both Qatar and 
Australia in terms ofexports. 

H is my understanding that most. If not all. of the volumes authorized for the non-FTA projects have 
already been contracted out to buyers, or *'otT takers,'* although Cheniere's Sabine Pass project is the only 
project currently under construction. The significance of committed off takers should not be overlooked 
since (his mcaas It is likely that ALL of the approved non-FTA project will take nnal-invcstmcni- 
dccision (FID) and move forward. The fact that all of (he current non-FTA pix.>jecls, with (he exception of 
Jordan Cove, are alread> existing import terminals also makes it more likely that the project will move 
forward since these projects will be less expcn.sivc than new Grecnileld projects. 

A deeper understanding of the amount of supply under contract for non-FTA projects should be obtained 
before more exports are approved. While the larger non-FTA projects have garnered the most attention 
in the media, a deeper understanding of whether the numerous FTA only projects arc likely to be viable 


^ There is no dispute (hat the current process is less than ideal which has led to iMime, including myself, to suggest 
that a rulemaking would be appropriate. Susan L. Sakmar, What's Next for US LNG Exports - A Rulemaking?. 
Gastcch News, g*islcchncw.s.ci>m lng.whals-nex!--f‘'r-u>'lng-exporls-u-rulem.akjnj^. 

' See. U.S. Energy Info. Admin.. EfTect of Increased Natural Gas Exports on Domestic Energy Markets (Jan. 2(H2). 
uvuUiihhat bupy/www.ciu.jjiiv/analssisTL-yutrst-s/fe/pdf'rcJng.pdr, Deloiue MorketPuint IXC and the Deloitie Cir, 
for Energy Solutions, Xfutfe inAmifrica: The ecitnomic impucf o/LNC expt>m frt/m the United States (Dec. 20M k 
avaihMe at 

luip:^'www.dcloute.coin asscts'DcoinLnHedStates.’Lt>«;al%2ttAsscis.T>ocinnyni>iT.ncrvv cf/us ci MadciriAmcn 
cn L NClP ap cr I22()ll.pd f. Charles FCbingcr et al.. Brookings Institution Energy Security Initiative, Liquid Markets 
Asuessin^ the Case for VS. Exports of Liquefied Sotural Gas (May, 2012), avaUahto of 
hup.//www.bixn>kiiigs.cdu/rescurch'r^port!>/20l2/0.^/02'lMg-cxpiiris-cbiiig<r, 

* Summar> of LNG l-.xpon Applications, hitp;-‘/e)?crgy.j^oy/fe/dpwnlojds/sun|maty-liig-export-appliMiion.s. 

^ Most of the applicant-s seeking authorization to export LNG fmm proposed facilities to FTA countries have also 
filed to export LNCi to non-FTA countries m the same volume from the same facility to provide optionality on the 
final destination counuy. The volumes of the application to export to FTA countries and non-F-TA countries are 
therefore not additive, 
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should also be obtained. Many of these FTA only projects are seeking to ship LNG via ISO container and 
as a result, do not require the massive infrastructure and capital expenditures as the larger non-FTA 
projects. NVhile the volumes for the FTA only projects are small on an individual basis, the cumulative 
volume is signiltcanl and could be a surprise to the upside in lermb of exports if more go forward Uian 
realized. 


II. The Pending Bills Would Improperly W aive the ^Public Interest** Requirement 

The political crisis in Ukraine and Russia's annexation of Crimea has prompted .some members of 
Congress to introduce legislation under the misguided belief that U.S. LNO exports will aid our allies in 
Ukraine and Europe. At lea.si five pieces of legislation have been ininxiuced including:"* 

li.R. 6 tCiardner, K-CO), the Domestic Prosperity and Global Freedom Act. would provide for expedited 
approval of gas exports to World Trade Organization countries and grant w ithout moditication or delay 
gas export applications for which a notice has been published in the Federal Register before March 6. 
2014. Read more in the press release. 

S. rU93 (Udall, D>C'0), the American Job Creation and Strategic Alliances LNG Act. would allow for 
approval of natural gas exports to World Trade Organization member countries, including Ukraine. Japan 
and India. Read more in the press release. 

U.R. 4139 (Turner. R-OH), the American Job Creation and Strategic Alliancc.s LNG Act, would deem as 
in the public interest gas exports to a World Trade Organization country. 

II, R. 4155 (Poe, R-TX), the Fight Russian Energy Exploitation (FREE! Act, would deem as in the public 
interest gas exports to the member states of the European Union or certain former Soviet states. 

S. 2088 (Markcy. D>MA). the American Natural Gas Security and Consumer Protection Act would 
require the U.S. Department of Energy (DOE) to consider the impacts of proposed gas exports on 
consumers, the U.S. economy and manufacturing sectors, national security, foreign policy, and otlier 
considerations before approving additional natural gas exports to ensure that those exports are in the 
national interest. Read more io the press release. 

With the e.xception of Senator Markey's bill, which notably is the only bill that seeks to protect 
consumers, ail of these bills would elTectively remove the current public interest detennination 
requirement under the NGA. 

Particular attention is warranted for H.R. 6. set for mark-up April 8-9. 2014, Section 2 of H.R. 6 would 
uiiiend Section 3(c) of the NGA to include all World Trade Organization (WTO) member nations. This 
would have the practical effeci of requiring (he DOE to approve ALL e.xport applications ‘^without 
modification or delay,*' the standard currently applied to the applications to the FTA only countries. 


Sutherland LNO Blog. March 1 1. 2014. 

IU! pr/A vww..ltiglawblug.c,i>m^2014^O3 ukraine-crisis-spa\Mi».-»i\-biUsKi|i-u-s-lug-exptfnv' 
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A. The **l*ubUc IntcreM"* Test Must Be Mainuincd tu Achieve (he Primar) Purpose of the 
Natural («as Act - To Protect Consumers 

RegiiiQiion of natural gas in the United States has experienced many years of regulatory evolution. But 
the primary purpose of the Natural Gas Act INGA) has essentially remained the same for decades 
“protection of consumers against exploitation at the hands of natural-gas companies.**" 

In the context of U.S. LNG exports, tlie protection of consumers is delegated to the DOE \iho has 
indicated that it will continue to take a “measured approach'* in reviewing the pending export applications 
and will continue to assess the cumulative impacts of each succeeding request Ibr export authori7.ation on 
the public interest with due regard to the efl'ect on domestic natural gas supply and demand fundamentals. 

Going forward, the DOE should continue to pixKecd with caution in approving additional export projects 
for several valid reasons that the DOF. has articulated: 


1. The LNG Export Study, like any study based on assumptions and economic projections, is 
inherently limited in its predictive accuracy. 


2. Applications to export signiticant quBniitic.s of domestically produced LNG arc a new 
phenomena widi uncertain impacts, and 


3. The market for natural gas ha.s experienced rapid reversals in the past and is again changing 
rapidly due to economic, technological, and regulatory developments. 

In short, the DOE has correctly recognized that "The market of the future \'cry like/y will not resemble 
the market of today . As such, it is incumbent on Congress and the DOE to maintain the current public 
interest detenninaiion since this is the best way to ensure vigilant protection of the public's interest in 
limes of significant market fluctuations, which scents to characterize the U.S. natural gas markets. 


B. The WTO Docs Not Require the Removal of the Public Interest Determination 

A number of policy makers and industry representative that support unfettered LNG exports have raised 
the argument that DOE’s adherence to the bifurcated process between FTA and non-FTA applications 
could give rise to o violation of the U.S.'s obligations under the WTO. It should be noted that the DOE 
ha.s already rejected similar arguments in the Sabine Pass case. In its application. Sabine Pass requested 
the DOE to review it.s request to export LNG to WTO countries under the same standard of review 
applicable to FTA countries and specifically requested that that DOE conduct its review under the 
standards set froth in section 3(c) of the NGA, 15 U.S.C. 717b(c) instead of section 3(a) of the NGA, 15 
U.S.C.7l7b(al“ 

In making its request, Sabine Pass contended that U.S. trade policy, as well as U.S. obligations under the 
WTO. required the “automatic export authorization process” applicable for export of LNG to FTA 


" Robert R. Nordhaus. Pntducer Refudauom and the Nuuival Gai Polity Act ol 1 97fi, Natural Resources Jouninl 
(19791. citing Phillips Petroleum Co. v_. Wisconsin. 347 U.S. 672. 689 ( 1954). 

Order No. 3324 Conditionally Groniing Long-Term Multi-Contract Authoriitation To Expon Liquefied Natural 
tia.s By Vessel From The Lake Charles Terminal To Noii-Frce Trade Agreement Nations, 
hup;' 'energy -gt>v/to/downlt)ads/tc-d<Kkei-_n<i*l I -SU-lng. 

' ' Sabine Pass Application at 2-3. 
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Countries and therefore sought DOE/FE’s immediate approval to export LNO to WTO countries.'** In 
support of its argument Sabine Pass submitted Annex 1 A to the WTO Agreement and “a compendious 
legal memorandum*' entitled ’*A Review of International Trade-Related Legal Obligations and Policy 
Considerations Governing U.S. Expt>rt Licenses for Liquefied Natural Gas’' (Aug, 23, 3010).'* Despite 
Sabine Pass’s extensive briefing of the trade issues, the DOE found that Sabine Pass’s request for review 
under section 3(c) was “not supported by law or policy 

The DOE stated that section 3(a) of the NGA. not section 3(C) was the appropriate legal provision to 
decide an application to export LNG to any nation other than FTA countries. Since Sabine Pass had not 
pointed to any legislation authorixing or requiring a difi'erenl result, the DOE had no authority to grunt 
Sabine Pass’s request for section 3(c) review.*^ On October 2L 20IU, DOE issued an opinion and order 
denying Sabine Pass’ request that their export application be reviewed under section 3(c) of the NGA and 
ordered that the application be reviewed under section 3ia) of the NGA. which requires the 
interest” analysis."* 

It should also be noted that while most proponents of free trade assume that the W'l’O provisions would 
apply to trade in energy, there has. in fact, never been a formal Trade Round launched on Energy Trade. 
My research reveals that this is for a number of reasons including the tact that when the WTO came into 
being in I ^>95. most of the major energy exporters, such us Saudi Arabia and Rus.sia were not members of 
the WTO"* 

Moreover, not only were the key U.S. laws at issue here written when the U.S. was expected to be a major 
imfuirfer of LNG but they were also written prior to the establishment of the WTO in 1995! In light of 
the fact that the Policy Guidelines the DOE is obligated to follosv were established in 1984. it is unlikely 
that any WTO issues were even contemplated, although it is possible that some issues broadly related to 
free trade and international trade were considered. 

In addition, Utc WTO has repeatedly recognized that ‘'exhaustible natural resources” are accorded 
different trealnienl under the WTO’s Article XX exception for trade measures designed to protect 
“exhaustible natural resources.” Despite the abundance of natural gas currently found in the U.S., natural 
gas would no doubt be considered an “exhaustible natural resource" under the WTO. 

in summary, white the U.S. and its agencies should always be mindful of its obligations under 
international trade law. it w ould seem that the proper course of action in this case is the one that the DOE 
has already undertaken in the Sabine Pass case which is to review the pending export applications under 
the “public interest” test set forth in section 3(a) of the NGA and pursuant to the Policy Guidelines. 


-*iabinc Pass Application at 23*29. 

SabiiKS l*av* Liquefaction, LLC, FF DiKkei No. 10- 1 1 l-LN(L Opiuhm ami OrJer Dtinyinii Requcsi Jor Revhw 
umU’r StcUon 3fc} of tht: Santrul Gas Aa, Oct. 21, 2010, at 3, available ul 
httni/Avww rossil.cncrgy.tfov/piocnmis'Ba&rceulniion^authori/titionv/Oi Jc rx lss »cd_20llKSa hinc l0_l I Idkl.htnil. 

Opinion and Order at 6. 

’’Opinion and Order at 7. 

Opinion and Order at 8. 

Su.san L. Sakmor, Brfnfiiog Energy- Trade Into the WTO- The Himricai Context, Cutrent Status, and Potentiai 
Impdcations for the Middle East Region. IS lndiart.i Int’l & Comp. L. Kc\. 8‘) (20(18). available at 
lutn:/V ssm . com/aba tr act- l9v5s9o . 
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111. The Pending Bills Would Help China and Asia. NOT llkruine and Europe 

The pending bills were introduced with the staled goal of hastening LNG exports to Ukraine and Europe 
so that our allies there could reduce their dependence on Russian gas. Numerous experts and news 
accounts have already dispelled this misguided poliev goal for a variety of reasons,^ including the fad 
that Ukraine does not have an LNG import terminal. c.xpoi1 terminals in the U.S. have yet to be built, 
and perhaps most importantly. Europe is actually turning away LNG'* and importing cheap U.S. coal!^ 

The pending bills also seem to ignoa* the fact that allowing unfettered LNG exports to an^ WTO member 
might not be in the best interests of America. There are currently 159 WTO countries,''* which include 
many U.S. allies but also include many countries with which the U.S. has less favorable trade relations - 
most notably China and Ru.ssja. The modification proposed by H.R. 6 would cITcctivcIy gram China and 
Russia immediate access to an unrestricted amount of U.S. natural gas'. While China is the most obvious 
beneficiary, in light of the fact that export licenses are for 20-years, it is not inconceivable that Russia 
might someday seek to import U.S. gas.“'‘ 

There is already the likelihood that China will be a major beneliciary of cheap U.S. gas with reports that 
companies are in the process of securing export deals with China.'^ In addition, any off taker of a project 
that has non-FTA approv al is free to send that gas any where in the world. For example, one of the olT 
takers of Chenicrc's Sabine Pass project Is BCr Group. BG Group is a major LNG porifolto player, which 
means it has LNG projects all over the world and can ship LNG to or from a great number of countries. 
BG Group also has a contract with China's CNOOC to supply CNOOC with LNG-’’ If desired. BG 
Group could .simply send its gas from Sabine Pass to China. KOGAS is another off taker ofChcnicre’s 
Sabine Pass and in lieu of sending its gas to Korea. KUGAS is free to send that gas anywhere in the 
world. 

In summary, the export of ll,S. LNG is merely an arbitration opportunity for enei^y companies 
and energy traders. 

As trading companies have emerged from relative obscurity to become formidable players in global 
energy markets, there is a growing need for policy makers to understand the full implications of who 
owns the natural gas production in the U.S., how it will be traded and by whom, and where America's 
natural gas is likely to go if unfettered LNG exports are permitted. 


Sec, “Years Needed for LNG Lxporls lo Itiuni Russia Energy Sales." Bloomberg. March 7, 2014; “Lncrgy 
seciiniy; The price of dlveixity," Financial Times. Febniary 22, 2014; “An Lnergy Weapon 'V- K'lvsis ” Council on 
Foreign Relations. March 5. 2014: “Ijcip iy Not on llu: Way." Foreign Policy. March 7. 2014. 

Liihuaniu has a new import terminal and Poland has one under construction. 

^ Spain, F.urope's largest LNG importer. ha.s actually been iv-exponing record amounts of LNG to higher poying 
A.sian MarkcLs. 

HiA Today in Energy, Nov. 15. 2012, Europe and Asia arc the leading dcsiinaiions for U.S. coal exports in2U12 

httnv'ww w .cia.g<i\ 'totlavincnc rev/d c»nl-cl'tn'*i(1~K79u. 

The current list of WTO countries is available at wvvw.wto.ofB . 

Indeed, there is a growing list of LNG exporters that arc now seeking to import LNG including Egypt and 
Malaysia. 

Oleg Vukmanovic and Edward McAllister, “World buyers line up to buy U.S. natural gas." Reuters. Jan. 24. 
2014, htay''wv^_u,rcuier'.comyanic!eOOI4/0!/:4;us-lmi-suJcs-idUSHREA(^^^^ 

*’ www'.bg-gniup.corn 
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l( should be abundantly clear tliat energy companies and energy traders have every incentive to export 
every single drop of Americans natural gas to the highest bidder. If this is (he outcome, as I believe it 
could be if Congress passes any of the pending bills, then policy makers should be prepared to explain to 
American voters why this is in the "public's inieresf* or why they failed to miss die warning signs.'* 

Based on (he foregoing comments and analysis, I urge Congress not to pass any of the pending legislation 
(hat would remove the public interest requirement and allow for unfettered LNG exports to any member 
of the WTO. 

Respectfully submitted, 

Susan L. Sakmar 

Email: susansakmar(u^globa]ga.slaw.com 

www.susansakmar.cpm 

Twitter: i^;$usanSakmar 


If the financial crisis of 2008 laughi us anything, it is (hai policy makers must not ignore warning signs and must 
not fail to question, understand and manage evolving risks w ithin a system essential to (he well being of the 
American people. Cfntciminns of the Financial Crisis higtiin' Commisxion. hu^:/’lcie.ta\\ .stanrprd.cdiUrepori. 
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